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Part |. FINANCIAL INFORMATION

Item 1. Financial Statements

Caterpillar Inc.
Consolidated Statement of Results of Operations
(Unaudited)
(Dollars in millions except per share data)

Three Months Ended
March 31,
2010 2009

Sales and revenues:

Sales of Machinery and ENQINES ... s ssssenns 3 7,551 $ 8,510

Revenues of FINANCIal PrOAUCES.........ocvuieirreiirieisesiseeesesssseesssseesssssesessssssesees 687 715

Total SAIES AN FEVENUES ...ttt 8,238 9,225
Operating costs:

COSt Of GOOUS SOIU.......ceceirceiiiietcr bbb 5,894 7,027

Selling, general and administrative expenses 932 882

Research and development EXPENSES .......ccvvvreerireeriirreiseeenss s sessssssssessssees 402 388

Interest expense of Financial Products...........ccccovvrrvveenne. 233 279

Other operating (iNCOME) EXPENSES ......c.vvrerevrirrereerirrereenens 269 824

TOtal OPEIAtNG COSES ...euvuiueuiirieiriari ettt et 7,730 9,400
Operating Profit (I0SS) .....vceieice e 508 (175)

Interest expense excluding Financial PrOAUCES ........cccvveeieniierrecenises s 102 101

Other INCOME (EXPENSE)....vrvrrirreirireeritreiseereeseesst e sessesesss st sasesssssesss s ssssesessssesns 63 64
Consolidated profit (I0SS) DEFOre tAXES ..o 469 (212)

Provision (benefit) for INCOME tAXES ......cvvrverrirerireer s 231 (80)

Profit (loss) of consolidated companies 238 (132)

Equity in profit (loss) of unconsolidated affiliated companies...........cocovevnennicneenne (2 1
Profit (loss) of consolidated and affiliated companies.........c..cccovveveinivienicieinscce e, 236 (131)
Less: Profit (loss) attributable to noncontrolling iNterests..........couvevvereinrieeveesrsien s 3 (19)
PrOfIt (IOSS) L ..iiiieeiieicieiieicisse ettt ettt $ 233 $ (112)
Profit (10SS) Per COMMON ShATE ........ccciieiiieesee b es $ 0.37 $ (0.19)
Profit (loss) per common share — diluted 2. $ 0.36 $ (0.19)
Weighted-average common shares outstanding (millions)

S BASIC vt 626.4 602.1

S DHULEA 2. 643.5 602.1
Cash dividends declared per common Share.........cccoovvevcniiiceieiese s $ — $ —

1 Profit (loss) attributable to common stockholders.

2 Diluted by assumed exercise of stock-based compensation awards using the treasury stock method.

See accompanying notes to Consolidated Financial Statements.




Caterpillar Inc.
Consolidated Statement of Financial Position
(Unaudited)
(Dollars in millions)

Assets
Current assets:

Cash and short-term iNVESIMENES ..o
Receivables - trade and other
ReCEIVADIES = fINANCE ....ovviceeirirce s
Deferred and refundable iNCOME tAXES .......covvveirirrriienreere e
Prepaid expenses and Other CUMTENE @SSELS .......vvvvrrrienierneneeireeesisereensseeeesenes
INVENTOMIES 1. eeveiei ettt ettt
TOtAl CUMTENE ASSELS ... vvrveviirieircisseeieisse ettt
Property, plant and eqUIPMENt — NEL........ccoeiiencnreeres s
Long-term receivables — trade and Other ...
Long-term receivables — fINANCE ......cvvvierere s
Investments in unconsolidated affiliated companies
Noncurrent deferred and refundable iNCOME tAXES ..o
INEANGIDIE BSSELS ...vvvriieeiereirece et
GOOAWIL. ... ettt
OFNET SSEES 1.ttt ettt bbbt
TOLAI BSSELS ..ottt
Liabilities
Current liabilities:
Short-term borrowings:
Machinery and ENQINES ........coieurieirinieineieeseeisise e
Financial Products
ACCOUNES PAYADIE ...t
ACCTUEH BXPENSES ....cevverierieeiree et ees b sese sttt sttt bbbt
Accrued wages, salaries and employee benefits
CUSEOMEL BAVANCES......vvievireieeiee ettt bbb
DIVIAENAS PAYADIE «.....cecviiceireicir e
Other CUrrent lIADIIIES ........cvveuriierrcere s
Long-term debt due within one year:
Machinery and Engines
FINANCIAl PIOTUCES .....ceviiieiiciiree et
Total CUTENE TADIITHES .......vveececere et
Long-term debt due after one year:
Machinery and ENQINES .......c.c.ceurieiriniirnereinieiei et
FINANCIAl PIOTJUCES ..ottt
Liability for postemployment benefits
OthEr IADIIHES ....vvvevvcerieeireee st
TOLAl HADITIES ....cveveeeece bbb
Commitments and contingencies (Notes 10 and 12)
Redeemable NoncoNtrolling INTEreSt.........cvvvererree s
Stockholders' equity
Common stock of $1.00 par value:
Authorized shares: 900,000,000
Issued shares: (3/31/10 and 12/31/09 — 814,894,624) at paid-in amount ...............
Treasury stock (3/31/10 — 187,149,230 shares; 12/31/09 — 190,171,905 shares) at cost
Profit employed in the DUSINESS .......ccccouieriiiriien s
Accumulated other comprehensive income (loss)
Noncontrolling interests
Total StOCKNOIAEIS' EQUILY ......ceviieieicieirisie e
Total liabilities, redeemable noncontrolling interest and stockholders’ equity...............

See accompanying notes to Consolidated Financial Statements.

March 31, December 31,
2010 2009
3,538 $ 4,867
6,068 5,611
8,123 8,301
1,153 1,216
540 434
6,990 6,360
26,412 26,789
12,057 12,386
722 971
12,157 12,279
133 105
2,558 2,714
488 465
2,284 2,269
2,025 2,060
58,836 $ 60,038
584 $ 433
2,996 3,650
3,431 2,993
3,216 3,351
900 797
1,367 1,217
— 262
881 888
248 302
4,794 5,399
18,417 19,292
5,135 5,652
16,413 16,195
7,281 7,420
2,116 2,179
49,362 50,738
452 477
3,482 3,439
(10,595) (10,646)
19,941 19,711
(3,886) (3,764)
80 83
9,022 8,823
58,836 $ 60,038




Caterpillar Inc.
Consolidated Statement of Changes in Stockholders' Equity

(Unaudited)
(Dollars in millions)
Profit Accumulated
employed other
Common Treasury in the comprehensive Noncontrolling Comprehensive
Three Months Ended March 31, 2009 stock stock business income (loss) interests Total income (loss)
Balance at December 31, 2008 ...........cocvvererrernnenns $ 3057 $(11217) $ 19,826 $ (5579 $ 103 $ 6,190
Profit (loss) of consolidated and affiliated companies — — (112) — (19) (131) % (131)
Foreign currency translation, net of tax of $38 .......... — — — (120) (3) (123) (123)
Pension and other postretirement benefits
Current year actuarial gain (loss), net of tax of $83t — — — 50 — 50 50
Amortization of actuarial (gain) loss, net of tax
OF B30 ..vvvevvrircieriees e — — — 50 2 52 52
Current year prior service cost, net of tax of $1971 — — — 236 — 236 236
Amortization of prior service cost, net of tax of $3 — — — 6 — 6 6
Derivative financial instruments and other
Gains (losses) deferred, net of tax of $7................ — — — 9 — 9 9
(Gains) losses reclassified to earnings,
Nnet of taxX Of $5....vvrvreeeree e — — — 8 1) 7 7
Retained interests
Gains (losses) deferred, net of tax of $5 ............... — — — 9) — 9) 9)
(Gains) losses reclassified to earnings,
net of tax of $7 ... — — — 14 — 14 14
Available-for-sale securities
Gains (losses) deferred, net of tax of $4................ — — — (8) — (8) 8)
(Gains) losses reclassified to earnings,
net of taX Of $6....cvuvvreeeeec — — — 11 — 11 11
Common shares issued from treasury stock
for stock-based compensation: 183,040 ............. (3) 3 — — — — —
Stock-based compensation eXpense...........c.cvcvenen. 32 — — — — 32 —
Cat Japan share redemption?............cccovveerresrrnnennens — — (20) — 20 — —
Balance at March 31, 2009 .........ccccommernevennerieeennn: $ 308 $ (11,214 $ 19,694 $ (5332 $ 102 $ 6,336 $ 114
Three Months Ended March 31, 2010
Balance at December 31, 2009 .........ccccoveimeenienens $ 3439 $ (10646) $ 19,711 $  (3,764) $ 83 $ 8823
Adjustment to adopt consolidation of variable interest
ENLIIES3.....ooviiricrcr e — — (6) 3 — (3)
Balance at January 1, 2010 .......ccccoevevnrrvererrnrnnennns $ 3439 $ (10,646) $ 19,705 $  (3,761) $ 83 $ 8,820
Profit (loss) of consolidated and affiliated companies — — 233 — 3 236 $ 236
Foreign currency translation, net of tax of $64 .......... — — — (165) (5) (170) (170)
Pension and other postretirement benefits
Amortization of actuarial (gain) loss, net of tax
OF $4B ..o — — — 77 4 81 81
Amortization of prior service cost, net of tax of $4 — — — 2 — )] )]
Derivative financial instruments and other
Gains (losses) deferred, net of tax of $40.............. — — — (65) — (65) (65)
(Gains) losses reclassified to earnings,
net of taxX 0f $9.......ocvvevvvc — — — 16 — 16 16
Available-for-sale securities
Gains (losses) deferred, net of tax of $9............... — — — 14 — 14 14
Change in ownership from noncontrolling interests 17 — — — (11) (28) —
Common shares issued from treasury stock
for stock-based compensation: 2,489,804 .......... (14) 40 — — — 26 —
Common shares issued from treasury stock
for benefit plans: 532,871 ..o 18 11 — — — 29 —
Stock-based compensation eXpense...........ccccvenen. 42 — — — — 42 —
Excess tax benefits from stock-based compensation 14 — — — — 14 —
Cat Japan share redemption 2 .........cccovevrrirneeneene — — 3 — 6 9 —
Balance at March 31, 2010 .........ccccormmevnvrineriniennnne $ 3482 $ (10595 $ 19,941 $  (3,886) $ 80 $ 9,022 $ 110

1 Changes in amounts due to plan re-measurements. See Note 9 for additional information.

2 See Note 16 regarding the Cat Japan share redemption.
3 See Note 15 for additional information.

See accompanying notes to Consolidated Financial Statements.




Caterpillar Inc.
Consolidated Statement of Cash Flow
(Unaudited)

(Millions of dollars)

Three Months Ended
March 31,
2010 2009
Cash flow from operating activities:
Profit (loss) of consolidated and affiliated COMPANIES..........ccovvvverireereieiiesre s $ 236 $ (131)
Adjustments for non-cash items:
Depreciation and amOrtiZatioN ...........cceveerieernnensessseess s ssseesses 554 534
] 11T TSRO 94 106
Changes in assets and liabilities:
Receivables — trade and Other ..o (373) 1,622
INVENTOMIES 1.vvcvvervctie ettt s bbbt bbb bbb b e s et n st ees (644) 764
ACCOUNLS PAYADIE .....cvvieeiiei ettt 533 (1,406)
ACCTUBH BXPENSES ...ovevicreireieiieesisese ettt bbbttt es st ns st (65) (322)
CUSEOMET AAVANCES......cvuvrereerieeireseieiniets sttt bbbt 140 (179)
OLhEI ASSEES — NEL ....eeeitiee ettt bbb 109 48
Other liahilities — net (33) (142)
Net cash provided by (used for) operating activities 551 895
Cash flow from investing activities:
Capital expenditures — excluding equipment leased t0 OtherS.........ccoeererienereieneneeinens (204) (224)
Expenditures for equipment [eased 10 Others ... (169) (221)
Proceeds from disposals of property, plant and eqUIPMENL........cccoverereievicrrineennee s 353 208
Additions to fiNANCE rECEIVANIES .......cv.vveereeeereceree e (1,757) (1,789)
Collections of fiNANCe rECEIVADIES...........cvvvirieerec s 1,956 2,450
Proceeds from sales of finance reCeiVabIES ..o 2 27
Investments and acquisitions (net of cash acquired) (103) —
Proceeds from sale of available-for-sale SECUMLIES .......cvvvrerieiieininesen e, 45 87
Investments in available-for-Sale SECUNEIES ......ccvrirrierricrre e (46) (58)
OFNEE = NBL e bbb 33 23
Net cash provided by (used for) iINVESHING ACHVILIES .........cvvrvreeeierrieer s 110 503
Cash flow from financing activities:
DIVIAENAS PAIA ...ttt ettt (262) (253)
Common stock issued, including treasury shares reiSSUEd...........ccovrrernreennesiesinneeninens 26 —
Excess tax benefit from stock-based COMPENSALION............ccvvcerireeeie e 13 —
Acquisitions of NONCONLIOIING INtEIESES........cevvveeeerrieer e (26) —
Proceeds from debt issued (original maturities greater than three months):
— Machinery and Engines 54 121
— FINANCIA! PTOUUCES ...ttt bbb 1,264 4,697
Payments on debt (original maturities greater than three months):
— Machinery and ENQINES ........coevvvreerrrreeniienrineersisisesessesessssessssssesssssssssssssesssssssssssessssssesssnnes (607) (205)
— FINANCIAl PTOUUCES ...ttt (2,729) (3,116)
Short-term borrowings — net (original maturities three months or less) 331 (1,779
Net cash provided by (used for) fiInaNCING ACHIVIIES .........cereeeririeirreer s (1,936) (535)
Effect of exchange rate changes 0N Cash ..o (54) (33)
Increase (decrease) in cash and short-term INVESIMENTS ..o (1,329) 830
Cash and short-term investments at beginning of PEriod...........ccceveeneinieesiee e 4,867 2,736
Cash and short-term investments at end of PErIOd .........ccovvrvreeiiesre s $ 3,538 $ 3,566

All short-term investments, which consist primarily of highly liquid investments with original maturities of three months or less, are considered
to be cash equivalents.
See accompanying notes to Consolidated Financial Statements.




1.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)
A. Basis of Presentation

In the opinion of management, the accompanying financial statements include all adjustments, consisting only of normal recurring
adjustments, necessary for a fair statement of (a) the consolidated results of operations for the three month periods ended March
31, 2010 and 2009, (b) the consolidated financial position at March 31, 2010 and December 31, 2009, (c) the consolidated
changes in stockholders' equity for the three month periods ended March 31, 2010 and 2009, and (d) the consolidated cash flow
for the three month periods ended March 31, 2010 and 2009. The financial statements have been prepared in conformity with
generally accepted accounting principles in the United States of America (U.S. GAAP) and pursuant to the rules and regulations of
the Securities and Exchange Commission (SEC). Certain amounts for prior periods have been reclassified to conform to the
current period financial statement presentation.

Interim results are not necessarily indicative of results for a full year. The information included in this Form 10-Q should be read in
conjunction with the audited financial statements and notes thereto included in our Company's annual report on Form 10-K for the
year ended December 31, 2009 (2009 Form 10-K).

The December 31, 2009 financial position data included herein is derived from the audited consolidated financial statements
included in the 2009 Form 10-K but does not include all disclosures required by U.S. GAAP.

B. Nature of Operations
We operate in three principal lines of business:

(1) Machinery - A principal line of business which includes the design, manufacture, marketing and sales of construction,
mining and forestry machinery—track and wheel tractors, track and wheel loaders, pipelayers, motor graders, wheel tractor-
scrapers, track and wheel excavators, backhoe loaders, log skidders, log loaders, off-highway trucks, articulated trucks,
paving products, skid steer loaders, underground mining equipment, tunnel boring equipment and related parts. Also
includes logistics services for other companies and the design, manufacture, remanufacture, maintenance and services of
rail-related products.

(2) Engines - A principal line of business including the design, manufacture, marketing and sales of engines for Caterpillar
machinery, electric power generation systems, locomotives, marine, petroleum, construction, industrial, agricultural and other
applications, and related parts. Also includes remanufacturing of Caterpillar engines and a variety of Caterpillar machine and
engine components and remanufacturing services for other companies. Reciprocating engines meet power needs ranging
from 10 to 21,800 horsepower (8 to over 16 000 kilowatts). Turbines range from 1,600 to 30,000 horsepower (1 200 to 22
000 kilowatts).

(3) Financial Products - A principal line of business consisting primarily of Caterpillar Financial Services Corporation (Cat
Financial), Caterpillar Insurance Holdings, Inc. (Cat Insurance) and their respective subsidiaries. Cat Financial provides a
wide range of financing alternatives to customers and dealers for Caterpillar machinery and engines, Solar gas turbines as
well as other equipment and marine vessels. Cat Financial also extends loans to customers and dealers. Cat Insurance
provides various forms of insurance to customers and dealers to help support the purchase and lease of our equipment.

Our Machinery and Engines operations are highly integrated. Throughout the Notes, Machinery and Engines represents the
aggregate total of these principal lines of business.
C. Accumulated Other Comprehensive Income (loss)

Comprehensive income (loss) and its components are presented in Consolidated Statement of Changes in Stockholders' Equity.
Accumulated other comprehensive income (loss), net of tax, consisted of the following:



(Millions of dollars) March 31, 2010 March 31, 2009

Foreign currency transIation..........cc.coeeererenrierensieessesesse s $ 438 $ 141
Pension and other postretirement benefits...........cccoevveinninnines (4,364) (5,507)
Derivative financial INStrUMENLS.........ccvveriieerireerneseesseeienas 11 112
REAINE INTEIESES ....vvvcvevicer e — 2)
Available-for-sale SECUMEES ......ocvrrrricrrieeiee e 29 (76)
Total accumulated other comprehensive income (I0SS) .......ccccvevereennnee. $ (3,886) $ (5,332)

New Accounting Guidance

Fair value measurements - In September 2006, the Financial Accounting Standards Board (FASB) issued accounting guidance on
fair value measurements, which provides a common definition of fair value and a framework for measuring assets and liabilities at fair
values when a particular standard prescribes it. In addition, this guidance expands disclosures about fair value measurements. In
February 2008, the FASB issued additional guidance that (1) deferred the effective date of the original guidance for one year for
certain nonfinancial assets and nonfinancial liabilities and (2) removed certain leasing transactions from the scope of the original
guidance. We applied this new guidance to financial assets and liabilities effective January 1, 2008 and nonfinancial assets and
liabilities effective January 1, 2009. The adoption of this guidance did not have a material impact on our financial statements. See
Note 17 for additional information.

In January 2010, the FASB issued new accounting guidance that requires the gross presentation of activity within the Level 3 fair value
measurement roll forward and details of transfers in and out of Level 1 and 2 fair value measurements. It also clarifies existing
disclosure requirements regarding the level of disaggregation of fair value measurements and disclosures on inputs. We adopted this
new accounting guidance for the quarterly period ended March 31, 2010. The adoption of this guidance did not have a material impact
on our financial statements. See Note 17 for additional information.

Business combinations and noncontrolling interests in consolidated financial statements - In December 2007, the FASB
issued accounting guidance on business combinations and noncontrolling interests in consolidated financial statements. The guidance
on business combinations requires the acquiring entity in a business combination to recognize the assets acquired and liabilities
assumed. Further, it changes the accounting for acquired in-process research and development assets, contingent consideration,
partial acquisitions and transaction costs. Under the guidance on noncontrolling interests, all entities are required to report
noncontrolling (minority) interests in subsidiaries as equity in the consolidated financial statements. In addition, transactions between
an entity and noncontrolling interests are treated as equity transactions. We adopted this new guidance on January 1, 2009. As
required, the guidance on noncontrolling interests was adopted through retrospective application. The adoption of this guidance did
not have a material impact on our financial statements. See Note 19 for further details.

Disclosures about derivative instruments and hedging activities - In March 2008, the FASB issued accounting guidance on
disclosures about derivative instruments and hedging activities. This guidance expands disclosures for derivative instruments by
requiring entities to disclose the fair value of derivative instruments and their gains or losses in tabular format. It also requires
disclosure of information about credit risk-related contingent features in derivative agreements, counterparty credit risk, and strategies
and objectives for using derivative instruments. We adopted this new guidance on January 1, 2009. The adoption of this guidance did
not have a material impact on our financial statements. See Note 4 for additional information.

Employers' disclosures about postretirement benefit plan assets - In December 2008, the FASB issued accounting guidance on
employers' disclosures about postretirement benefit plan assets. This guidance expands the disclosure set forth in previous guidance
by adding required disclosures about (1) how investment allocation decisions are made by management, (2) major categories of plan
assets, and (3) significant concentration of risk. Additionally, this guidance requires an employer to disclose information about the
valuation of plan assets similar to that required under the accounting guidance on fair value measurements. We adopted this guidance
for our financial statements for the annual period ending December 31, 2009. The adoption of this guidance did not have a material
impact on our financial statements.

Recognition and presentation of other-than-temporary impairments - In April 2009, the FASB issued accounting guidance on the
recognition and presentation of other-than-temporary impairments. This new guidance amends the existing impairment guidance
relating to certain debt securities and requires a company to assess the likelihood of selling the security prior to recovering its cost
basis. When a security meets the criteria for impairment, the impairment charges related to credit losses would be recognized in
earnings, while noncredit losses would be reflected in other comprehensive income. Additionally, it requires a more detailed, risk-
oriented breakdown of major security types and related information. We adopted this guidance on April 1, 2009. The adoption of this
guidance did not have a material impact on our financial statements. See Note 8 for additional information.
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Subsequent events - In May 2009, the FASB issued accounting guidance on subsequent events that establishes standards of
accounting for and disclosure of subsequent events. In addition, it requires disclosure of the date through which an entity has
evaluated subsequent events and the basis for that date. This new guidance was adopted for our financial statements for the quarterly
period ending June 30, 2009. The adoption of this guidance did not have a material impact on our financial statements.

In February 2010, the FASB issued new accounting guidance that amends the May 2009 subsequent events guidance described
above to (1) eliminate the requirement for an SEC filer to disclose the date through which it has evaluated subsequent events, (2)
clarify the period through which conduit bond obligors must evaluate subsequent events, and (3) refine the scope of the disclosure
requirements for reissued financial statements. We adopted this new accounting guidance for our financial statements for the quarterly
period ended March 31, 2010. The adoption of this guidance did not have a material impact on our financial statements.

Accounting for transfers of financial assets - In June 2009, the FASB issued accounting guidance on accounting for transfers of
financial assets. This guidance amends previous guidance and includes: the elimination of the qualifying special-purpose entity
(QSPE) concept; a new participating interest definition that must be met for transfers of portions of financial assets to be eligible for
sale accounting; clarifications and changes to the derecognition criteria for a transfer to be accounted for as a sale; and a change to
the amount of recognized gain or loss on a transfer of financial assets accounted for as a sale when beneficial interests are received
by the transferor. Additionally, the guidance requires extensive new disclosures regarding an entity's involvement in a transfer of
financial assets. Finally, existing QSPEs (prior to the effective date of this guidance) must be evaluated for consolidation by reporting
entities in accordance with the applicable consolidation guidance upon the elimination of this concept. We adopted this new guidance
on January 1, 2010. The adoption of this guidance did not have a material impact on our financial statements. See Note 15 for
additional information.

Consolidation of variable interest entities - In June 2009, the FASB issued accounting guidance on the consolidation of variable
interest entities (VIES). This new guidance revises previous guidance by eliminating the exemption for QSPEs, by establishing a new
approach for determining who should consolidate a VIE and by changing when it is necessary to reassess who should consolidate a
VIE. We adopted this new guidance on January 1, 2010. The adoption of this guidance resulted in the consolidation of QSPESs related
to Cat Financial's asset-backed securitization program that were previously not recorded on our consolidated financial statements.
The adoption of this guidance did not have a material impact on our financial statements. See Note 15 for additional information.

Stock-Based Compensation

Accounting for stock-based compensation requires that the cost resulting from all stock-based payments be recognized in the financial
statements based on the grant date fair value of the award. Stock-based compensation primarily consists of stock-settled stock
appreciation rights (SARs), restricted stock units (RSUs) and stock options. We recognized pretax stock-based compensation cost of
$42 million and $32 million in the first quarter of 2010 and 2009, respectively.

The following table illustrates the type and fair value of the stock-based compensation awards granted during the first quarter of 2010
and 2009, respectively:

2010 2009
Fair Value Per Fair Value Per
# Granted Award # Granted Award
SARS .ottt s 7,125,210 $ 22.31 6,260,647 $ 7.10
RSUS ..ottt 1,711,771 53.35 2,185,674 20.22
SEOCK OPLIONS......cvvvicieiieece e 431,271 22.31 562,580 7.10

The stock price on the date of grant was $57.85 and $22.17 for 2010 and 2009, respectively.

The following table provides the assumptions used in determining the fair value of the stock-based awards for the three month periods
ended March 31, 2010 and 2009, respectively:



Grant Year

2010 2009
Weighted-average dividend YIEld ..........ccevierrieniinreenes s 2.32% 3.07%
Weighted-average VOIALIILY ..........cocrreniirreen st 36.4% 36.0%
RaNge Of VOIALIIILIES .......c.evieeeiieeiricee s 35.2-51.8% 35.8-61.0%
Range of risk-fre@ INtEreSt FALES .......cvviereicrrice s 0.32-3.61% 0.17-2.99%
Weighted-average eXpected lIVES ........cvceicrreeniesree s 7 years 8 years

As of March 31, 2010, the total remaining unrecognized compensation cost related to nonvested stock-based compensation awards
was $312 million, which will be amortized over the weighted-average remaining requisite service periods of approximately 2.6 years.

Derivative Financial Instruments and Risk Management

Our earnings and cash flow are subject to fluctuations due to changes in foreign currency exchange rates, interest rates and
commodity prices. In addition, the amount of Caterpillar stock that can be repurchased under our stock repurchase program is
impacted by movements in the price of the stock. Our Risk Management Policy (policy) allows for the use of derivative financial
instruments to prudently manage foreign currency exchange rate, interest rate, commodity price and Caterpillar stock price exposures.
Our policy specifies that derivatives are not to be used for speculative purposes. Derivatives that we use are primarily foreign currency
forward and option contracts, interest rate swaps, commodity forward and option contracts, and stock repurchase contracts. Our
derivative activities are subject to the management, direction and control of our senior financial officers. Risk management practices,
including the use of financial derivative instruments, are presented to the Audit Committee of the Board of Directors at least annually.

All derivatives are recognized on the Consolidated Statement of Financial Position at their fair value. On the date the derivative
contract is entered, we designate the derivative as (1) a hedge of the fair value of a recognized asset or liability (fair value hedge), (2)
a hedge of a forecasted transaction or the variability of cash flow to be paid (cash flow hedge), or (3) an undesignated instrument.
Changes in the fair value of a derivative that is qualified, designated and highly effective as a fair value hedge, along with the gain or
loss on the hedged asset or liability that is attributable to the hedged risk, are recorded in current earnings. Changes in the fair value of
a derivative that is qualified, designated and highly effective as a cash flow hedge are recorded in Accumulated other comprehensive
income (loss) (AOCI) on the Consolidated Statement of Financial Position until they are reclassified to earnings in the same period or
periods during which the hedged transaction affects earnings. Changes in the fair value of undesignated derivative instruments and
the ineffective portion of designated derivative instruments are reported in current earnings. Cash flow from designated derivative
financial instruments are classified within the same category as the item being hedged on the Consolidated Statement of Cash Flow.
Cash flow from undesignated derivative financial instruments are included in the investing category on the Consolidated Statement of
Cash Flow.

We formally document all relationships between hedging instruments and hedged items, as well as the risk-management objective and
strategy for undertaking various hedge transactions. This process includes linking all derivatives that are designated as fair value
hedges to specific assets and liabilities on the Consolidated Statement of Financial Position and linking cash flow hedges to specific
forecasted transactions or variability of cash flow.

We also formally assess, both at the hedge's inception and on an ongoing basis, whether the designated derivatives that are used in
hedging transactions are highly effective in offsetting changes in fair values or cash flow of hedged items. When a derivative is
determined not to be highly effective as a hedge or the underlying hedged transaction is no longer probable, we discontinue hedge
accounting prospectively, in accordance with the derecognition criteria for hedge accounting.

Foreign Currency Exchange Rate Risk

Foreign currency exchange rate movements create a degree of risk by affecting the U.S. dollar value of sales made and costs incurred
in foreign currencies. Movements in foreign currency rates also affect our competitive position as these changes may affect business
practices and/or pricing strategies of non-U.S.-based competitors. Additionally, we have balance sheet positions denominated in
foreign currencies, thereby creating exposure to movements in exchange rates.

Our Machinery and Engines operations purchase, manufacture and sell products in many locations around the world. As we have a
diversified revenue and cost base, we manage our future foreign currency cash flow exposure on a net basis. We use foreign currency
forward and option contracts to manage unmatched foreign currency cash inflow and outflow. Our objective is to minimize the risk of
exchange rate movements that would reduce the U.S. dollar value of our foreign currency cash flow. Our policy allows for managing
anticipated foreign currency cash flow for up to five years.
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We generally designate as cash flow hedges at inception of the contract any Australian dollar, Brazilian real, British pound, Canadian
dollar, Chinese yuan, euro, Japanese yen, Mexican peso, Singapore dollar or Swiss franc forward or option contracts that meet the
requirements for hedge accounting and the maturity extends beyond the current quarter-end. Designation is performed on a specific
exposure basis to support hedge accounting. The remainder of Machinery and Engines foreign currency contracts are undesignated,
including any hedges designed to protect our competitive exposure. Periodically we also designate as fair value hedges specific euro
forward contracts used to hedge firm commitments.

As of March 31, 2010, $1 million of deferred net losses, net of tax, included in equity (Accumulated other comprehensive income (loss)
in the Consolidated Statement of Financial Position), are expected to be reclassified to current earnings (Other income (expense) in
the Consolidated Statement of Results of Operations) over the next twelve months when earnings are affected by the hedged
transactions. The actual amount recorded in Other income (expense) will vary based on exchange rates at the time the hedged
transactions impact earnings.

In managing foreign currency risk for our Financial Products operations, our objective is to minimize earnings volatility resulting from
conversion and the remeasurement of net foreign currency balance sheet positions. Our policy allows the use of foreign currency
forward and option contracts to offset the risk of currency mismatch between our receivables and debt. All such foreign currency
forward and option contracts are undesignated.

Interest Rate Risk

Interest rate movements create a degree of risk by affecting the amount of our interest payments and the value of our fixed-rate debt.
Our practice is to use interest rate derivatives to manage our exposure to interest rate changes and, in some cases, lower the cost of
borrowed funds.

Machinery and Engines operations generally use fixed-rate debt as a source of funding. Our objective is to minimize the cost of
borrowed funds. Our policy allows us to enter into fixed-to-floating interest rate swaps and forward rate agreements to meet that
objective with the intent to designate as fair value hedges at inception of the contract all fixed-to-floating interest rate swaps.
Designation as a hedge of the fair value of our fixed-rate debt is performed to support hedge accounting.

Financial Products operations have a match-funding policy that addresses interest rate risk by aligning the interest rate profile (fixed or
floating rate) of Cat Financial's debt portfolio with the interest rate profile of their receivables portfolio within predetermined ranges on
an ongoing basis. In connection with that policy, we use interest rate derivative instruments to modify the debt structure to match
assets within the receivables portfolio. This matched funding reduces the volatility of margins between interest-bearing assets and
interest-bearing liabilities, regardless of which direction interest rates move.

Our policy allows us to use fixed-to-floating, floating-to-fixed, and floating-to-floating interest rate swaps to meet the match-funding
objective. We designate fixed-to-floating interest rate swaps as fair value hedges to protect debt against changes in fair value due to
changes in the benchmark interest rate. We designate most floating-to-fixed interest rate swaps as cash flow hedges to protect
against the variability of cash flows due to changes in the benchmark interest rate.

As of March 31, 2010, $27 million of deferred net losses, net of tax, included in equity (Accumulated other comprehensive income
(loss) in the Consolidated Statement of Financial Position), related to Financial Products floating-to-fixed interest rate swaps, are
expected to be reclassified to current earnings (Interest expense of Financial Products in the Consolidated Statement of Results of
Operations) over the next twelve months. The actual amount recorded in Interest expense of Financial Products will vary based on
interest rates at the time the hedged transactions impact earnings.

We have, at certain times, liquidated fixed-to-floating and floating-to-fixed interest rate swaps at both Machinery and Engines and
Financial Products. The gains or losses associated with these swaps at the time of liquidation are amortized into earnings over the
original term of the underlying hedged item.

Commodity Price Risk
Commodity price movements create a degree of risk by affecting the price we must pay for certain raw material. Our policy is to use
commodity forward and option contracts to manage the commodity risk and reduce the cost of purchased materials.

Our Machinery and Engines operations purchase aluminum, copper, lead and nickel embedded in the components we purchase from
suppliers. Our suppliers pass on to us price changes in the commodity portion of the component cost. In addition, we are also subject
to price changes on natural gas and diesel fuel purchased for operational use.

Our objective is to minimize volatility in the price of these commodities. Our policy allows us to enter into commodity forward and option
contracts to lock in the purchase price of a portion of these commodities within a five-year horizon. All such commodity forward and
option contracts are undesignated.
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The location and fair value of derivative instruments reported in the Consolidated Statement of Financial Position are as follows:

(Millions of dollars)
Asset (Liability) Fair Value

Statement of Financial Position Location March 31, 2010 December 31, 2009
Designated derivatives
Foreign exchange contracts
Machinery and Engines .................. Receivables - trade and other ..........c.ccocvevnne. $ 40 $ 27
Machinery and Engines .................. Long-term receivables — trade and other .......... 45 125
Machinery and Engines .................. ACCIUE EXPENSES.....vvrrrierrereiererseesesessenenans (42) (22)
Machinery and Engines ................. Other aDIlItES ........cererrereereereeeeceeene 4 3)
Interest rate contracts
Machinery and Engines .................. Receivables — trade and other ...........c.cccovuunee. 1 1
Machinery and Engines .................. ACCTUEH EXPENSES.......covieriieieieseeies 1) (1)
Financial Products 13 18
Financial Products 162 127
Financial Products (67) (100)
$ 147 $ 172
Undesignated derivatives
Foreign exchange contracts
Machinery and Engines .................. Receivables - trade and other ...........c.cccovuunee. $ 5 $ —
Machinery and Engines.................. Long-term receivables — trade and other .......... 74 66
Machinery and Engines .................. ACCTUEH EXPENSES........corerieiieieeiseses 3 —
Machinery and Engines .................. Other liabilities..........cc.oovvvirnereiriiiiisns ©)] 3)
Financial Products .............ccccceevuue Receivables - trade and other ............cccoccneen. 7 20
Financial Products ..........ccccovveneenee ACCIUEA EXPENSES....ucvurverererereereeeeseereeeeseeneans (6) (18)

Interest rate contracts
Machinery and Engines .................. ACCIUEA EXPENSES....uvurerreircenirrereeerseereensseeeans — W)

Financial Products — 1

Financial Products 1 1

Financial Products (5) (6)
Commodity contracts

Machinery and Engines ................. Receivables — trade and other ..............cceeenee. 13 10

$ 77 $ 64

The effect of derivatives designated as hedging instruments on the Consolidated Statement of Results of Operations is as follows:

Fair Value Hedges

(Millions of dollars)
Three Months Ended March 31, 2010

Classification Gains (Losses) on Derivatives Gains (Losses) on Borrowings
Interest rate contracts
Machinery and ENgines..........ccovuvvernenne Other income (EXPENSE) .......oveevrvrrnrenns $ 1 $ 1)
Financial ProductS.........cc.coereverenrennennenns Other income (EXPENSE) .......cvevrrrrnrenns 53 (51)
$ 54 $ (52)
Three Months Ended March 31, 2009
Classification Gains (Losses) on Derivatives Gains (Losses) on Borrowings
Interest rate contracts
Financial Products..........cccccoconeenienienees Other income (EXPENSE) ..........rverveneen. $ (60) $ 79
(60) $ 79
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Cash Flow Hedges
(Millions of dollars)

Three Months Ended March 31, 2010

Recognized in
AQCI (Effective

Recognized in Earnings

Reclassified from

Classification of AQCI (Effective

Recognized in
Earnings

Classification Portion) Gains (Losses) Portion) (Ineffective Portion)
Foreign exchange contracts
Machinery and Engines........... AOCl .....coovrree. $ (99) Other income (EXPENSE) .......vvvverereererens $ (8) $ 1
Interest rate contracts
Financial Products .................. AOCI .....ccconvene. (6) Interest expense of Financial Products .... 7 un
$ (105) $ (25) $ 2

Three Months Ended March 31, 2009

Recognized in
AOCI (Effective

Recognized in Earnings

Reclassified from

Classification of AQCI (Effective

Recognized in
Earnings

Classification Portion) Gains (Losses) Portion) (Ineffective Portion)
Foreign exchange contracts
Machinery and Engines........... AOCI ......coovvene. $ 58 Other income (EXPENSE) .........cwververvennes $ 8 $ (6)
Interest rate contracts
Machinery and Engines........... AOCI ..o (29) Other income (EXPENSE) .......ccvverevreereren 1) —
Financial Products .................. AOCI ......cccvveue. (13) Interest expense of Financial Products .... (20) un
$ 16 $ (13) $ (5)

1 The classification of the ineffective portion recognized in earnings is included in Other income (expense).

The effect of derivatives not designated as hedging instruments on the Consolidated Statement of Results of Operations is as follows:

(Millions of dollars)

Foreign exchange contracts
Machinery and Engines .
Financial ProdUCES .......c.occvevririeneirieneseeeseeees

Interest rate contracts
Machinery and ENQINES .........ccooeevierenenreinsnneeneennns
Financial Products ..o,
Commodity contracts
Machinery and ENQiNeS ..........ccoeereeeeenereereeneenneeneennns

Foreign exchange contracts
Machinery and ENQINES .........ccovevvverennerenssrerennnienns
Financial ProdUCES .......c.ocvveeririeeneirieneeeeseeeees
Interest rate contracts
Machinery and ENQINES .........ccooeveereinenreinsnneeneennns
Financial Products ...,

Classification of Gains (Losses)

Three Months Ended

March 31, 2010

Other income (expense) $ 11
Other income (expense) 23
Other income (EXPENSE) ......corevrvrvervreniinienes (2)
Other income (EXPENSE) ......vvvvreverrirrevinrnns 1
Other inCome (EXPENSE) .....c.vevreveerererreenes 4

$ 37

Three Months Ended
Classification of Gains (Losses) March 31, 2009

Other income (EXPENSE) .....cvuvvevrevererrererines 3 21
Other income (EXPENSE) .....c.cevvrevreererereeenes 15
Other income (EXPENSE) ......corevvvvrvervreniirienes (2)
Other inCome (EXPENSE) ......vevvevreverrevrerrrranne (3)

$ 31

Stock Repurchase Risk

Payments for stock repurchase derivatives are accounted for as a reduction in stockholders’ equity. In February 2007, the Board of
Directors authorized a $7.5 billion stock repurchase program, expiring on December 31, 2011. The amount of Caterpillar stock that
can be repurchased under the authorization is impacted by movements in the price of the stock. In August 2007, the Board of
Directors authorized the use of derivative contracts to reduce stock repurchase price volatility. There were no stock repurchase
derivatives outstanding for the three months ended March 31, 2010 or 2009.
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Inventories

Inventories (principally using the last-in, first-out (LIFO) method) are comprised of the following:

(Millions of dollars) March 31, December 31,
2010 2009
RAW MALETIAIS 1..vvvvvvseteiei ettt ettt $ 2,116 $ 1,979
WOTK-IN-PIOCESS .. ettt bbb 795 656
FINISNEA OOUS. ... et 3,840 3,465
SUPPIIES orvevrerieereieisi et se et s e ea s s 239 260
TOLAl INVENTOMIES . ...ovveveiereeseiee et $ 6,990 $ 6,360

Investments in Unconsolidated Affiliated Companies

Combined financial information of the unconsolidated affiliated companies accounted for by the equity method (generally on a lag of 3
months or less) was as follows:

Results of Operations of unconsolidated affiliated companies: Three Months Ended
(Millions of dollars) March 31,
2010 2009

SAIBS .ottt bbb $ 162 $ 123
COSE O SAIBS ...vvvivirititsiiee ettt bbb bbb b et 120 91
(TSI ] 0P OTTTRR $ 42 $ 32
01 ([0 TR $ 2 $ 2
Financial Position of unconsolidated affiliated companies: March 31, December 31,
(Millions of dollars) 2010 2009
Assets:

CUITENE ASSEES....cviviveveiciiiii ettt sttt bbbt et a bbbt $ 320 $ 223

Property, plant and equipment — net 198 219

OBNBE ASSBES .. ettt sttt ettt b bbb bbbt e e b bbb ns 8 5

526 447

Liabilities:

CUITENE HADIITHIES. ...vcveveveiii ettt 205 250

Long-term debt due after one year 92 41

Other lIADINILIES. ....cvcveveveiiiii it bbbt 26 17

323 308

B UILY .ttt bbbt $ 203 $ 139
Caterpillar's investments in unconsolidated affiliated companies:
(Millions of dollars)

Investments in equity Method COMPANIES .......cc.vvverernierieiseese e $ 98 $ 70

Plus: Investments in cost Method COMPANIES .........cvrvrreriireerieer e 35 35

Total investments in unconsolidated affiliated COMPANIES .......c.vvvevrivvieirirrerienieinns $ 133 $ 105
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Intangible Assets and Goodwill
A. Intangible assets

Intangible assets are comprised of the following:

Weighted March 31, 2010
Amortizable Gross Carrying Accumulated
(Millions of dollars) Life (Years) Amount Amortization Net
Customer relationships ........ccccovverenicenisiennns 17 3 417 $ (82) $ 335
Intellectual Property ......ccovevereeniesnerenereeinenes 9 228 (147 81
ONB oottt 11 129 (57) 72
Total intangible aSSetS........coveivineninieninienns 14 $ 774 $ (286) $ 488
Weighted December 31, 2009
Amortizable Gross Carrying Accumulated
(Millions of dollars) Life (Years) Amount Amortization Net
Customer relationships ..........ccoceeeeviesnseeinns 18 3 396 $ (75) $ 321
Intellectual Property ......cccoceveeeveereserennieessnnes 10 211 (143) 68
OtNB oo 11 130 (54) 76
Total intangible aSSetS.......ccvivvierenieiesieinns 15 $ 737 $ (272) $ 465

During the first quarter of 2010, we acquired finite-lived intangible assets of $28 million due to the purchase of GE Transportation’s
Inspection Products business. During the first quarter of 2010, we also acquired finite-lived intangible assets of $12 million due to the
purchase of JCS Co. Ltd. See Note 19 for details on these business combinations.

Amortization expense for the three months ended March 31, 2010 and March 31, 2009 was $15 million and $18 million, respectively.
Amortization expense related to intangible assets is expected to be:

(Millions of dollars)

2010 2011 2012 2013 2014 Thereafter
$ 63 $ 57 $ 50 $ 45 $ 42 $ 246
B. Goodwill

During the first quarter of 2010, we acquired net assets with related goodwill of $14 million as part of the purchase of GE
Transportation’s Inspection Products business. During the first quarter of 2010, we also acquired net assets with related goodwill of $8
million as part of the purchase of JCS Co. Ltd. See Note 19 for details on the acquisition of these assets.

We test goodwill for impairment annually and whenever events or circumstances make it more likely than not that an impairment may
have occurred. We perform our annual goodwill impairment test as of October 1 and monitor for interim triggering events on an
ongoing basis. Goodwill is reviewed for impairment utilizing a two-step process. The first step requires us to compare the fair value of
each reporting unit, which we primarily determine using an income approach based on the present value of discounted cash flows, to
the respective carrying value, which includes goodwill. If the fair value of the reporting unit exceeds its carrying value, the goodwill is
not considered impaired. If the carrying value is greater than the fair value, there is an indication that an impairment may exist and the
second step is required. In step two, the implied fair value of goodwill is calculated as the excess of the fair value of a reporting unit
over the fair values assigned to its assets and liabilities. If the implied fair value of goodwill is less than the carrying value of the
reporting unit's goodwill, the difference is recognized as an impairment loss.

No goodwill was impaired or disposed of during the first quarter of 2010 or 2009. The change in goodwill during the first quarter of 2009
was due to foreign currency translation in the Cat Japan segment.

The changes in the carrying amount of the goodwill by reportable segment for the first quarter of 2010 were as follows:

15



(Millions of dollars)

Balance at Business Other Balance at
December 31, 2009 combinations adjustments?! March 31, 2010
Building Construction Products...........cccc.veerereennens. $ 4 $ — $ — 4
Cat JAPAN ..o 256 - (7 249
Core COMPONENLS......c.curereererieieerieieiseeieeseeesineeins — 8 - 8
Earthmoving.........ccoerveeneneeneresesee e 43 - — 43
EIECHTC POWET .....evvveceeceeceeeeee e, 203 — — 203
EXCAVALION ...vvvveieeeccee e, 39 — — 39
Large Power SYStemS..........ccovvvereneereeneernninnienn: 569 - — 569
Marine & Petroleum POWET ............cccevvereneereriinenns 60 — — 60
MINING ot 30 - 1 31
AlLONEI 2. 1,065 14 (1 1,078
Consolidated Total........ccocvveevieeeiesseesieeeis $ 2,269 $ 22 $ (7 2,284

1 Other adjustments are comprised primarily of foreign currency translation.

2 Includes all other operating segments (See Note 14).

Available-For-Sale Securities

We have investments in certain debt and equity securities, primarily at Cat Insurance, that have been classified as available-for-sale
and recorded at fair value based upon quoted market prices. These fair values are primarily included in Other assets in the
Consolidated Statement of Financial Position. Unrealized gains and losses arising from the revaluation of available-for-sale securities
are included, net of applicable deferred income taxes, in equity (Accumulated other comprehensive income (loss) in the Consolidated
Statement of Financial Position). Realized gains and losses on sales of investments are generally determined using the FIFO (first-in,
first-out) method for debt instruments and the specific identification method for equity securities. Realized gains and losses are
included in Other income (expense) in the Consolidated Statement of Results of Operations.

Effective April 1, 2009, we adopted the new accounting and disclosure requirements regarding recognition and presentation of other-
than-temporary impairments. See Note 2 for additional information.

March 31, 2010

December 31, 2009

Unrealized Unrealized
Pretax Net Pretax Net
(Millions of dollars) CostBasis  Gains (Losses) Fair Value Cost Basis ~ Gains (Losses) _ Fair Value
Government debt
U.S. treasury bonds.........cccovvererrirninns $ 14 $ — $ 14 $ 14 $ — $ 14
Other U.S. and non-U.S. government
DONAS ..o 71 — 71 65 — 65
Corporate bonds
Corporate bonds .........cccceveerereeeneneenne 462 24 436 455 20 475
Asset-backed Securities..........ccveurienenee 144 (5) 139 141 (7) 134
Mortgage-backed debt securities
U.S. governmental agency mortgage-
backed Securities ...........cccovvvrerveennes 276 15 291 295 13 308
Residential mortgage-backed
SECUIMHIES ...t 57 8) 49 61 (20) 51
Commercial mortgage-backed
SECUIMHIES ...t 173 (6) 167 175 (13) 162
Equity securities
Large capitalization value ..................... 86 17 103 76 13 89
Smaller company growth ...........cccc.cv.e.. 19 7 26 19 5 24
TOAL s $ 1302 $ 44 $ 1346 $ 1301 21 $ 1322

During the three months ended March 31, 2009, we recognized pretax charges for other-than-temporary declines in the market values
of equity securities in the Cat Insurance investment portfolios of $11 million. These charges were accounted for as a realized loss and
were included in Other income (expense) in the Consolidated Statement of Results of Operations. The cost basis of the impacted
securities was adjusted to reflect these charges. During the three months ended March 31, 2010, there were no charges for other-

than-temporary declines in the market value of securities.

16



Investments in an unrealized loss position that are not other-than-temporarily impaired:
March 31, 2010

Less than 12 months ! 12 months or more ! Total
Fair Unrealized Fair Unrealized Fair Unrealized
(Millions of dollars) Value Losses Value Losses Value Losses
Government debt
U.S. treasury bonds ..........cocovvrerereerninnn. $ — $ — $ — $ — $ — $ —
Other U.S. and non-U.S. government
DONGS ..o 21 — 1 — 22 —
Corporate bonds
Corporate bonds .........ccooeevenerienenininns 20 — 4 — 24 —
Asset-backed SECUMES .........cvevvrerrivrens 2 — 46 9 48 9
Mortgage-backed debt securities
U.S. governmental agency mortgage-
backed SECUMHES ......c.evvvvrerevrrrieiriiirene 1 — 3 — 4 —
Residential mortgage-backed securities..... - — 43 9 43 9
Commercial mortgage-backed securities .. - — 55 9 55 9
Equity securities
Large capitalization value ...........cccccvvvennen. 7 — 17 3 24 3
Smaller company growth ...........cccccceveenee. 1 — 1 — 2 —
TOtAl s $ 52 $ — $ 170 $ 30 $ 222 $ 30
! Indicates length of time that individual securities have been in a continuous unrealized loss position.
Investments in an unrealized loss position that are not other-than-temporarily impaired:
December 31, 2009
Less than 12 months ! 12 months or more ! Total
Fair Unrealized Fair Unrealized Fair Unrealized
(Millions of dollars) Value Losses Value Losses Value Losses
Government debt
U.S. treasury bonds ...........cocveeeernieneinnns $ 4 $ — $ — $ — $ 4 $ —
Other U.S. and non-U.S. government
DONAS ..o 14 — 2 — 16 —
Corporate bonds
Corporate bonds .........cccoceenereeneneenns 25 — 10 1 35 1
Asset-backed SECUrtieS .........cocvvrreurierenes 4 1 44 10 48 11
Mortgage-backed debt securities
U.S. governmental agency mortgage-
backed SECUNLIES .........covvevvevrerererririinnn, — — 3 — 3 —
Residential mortgage-backed securities.... — — 49 10 49 10
Commercial mortgage-backed securities .. 24 — 73 14 97 14
Equity securities
Large capitalization value ...........cccccveennee. 2 — 23 3 25 3
Smaller company growth .........cc.ccoeeerennen. 1 — 2 — 3 —
TOtAL s $ 74 $ 1 $ 206 $ 38 $ 280 $ 39

! Indicates length of time that individual securities have been in a continuous unrealized loss position.

Government Debt. The unrealized losses on our investments in other U.S. and non-U.S. government bonds are the result of changes
in interest rates since time of purchase. We do not intend to sell the investments and it is not likely that we will be required to sell
these investments before recovery of their amortized cost basis. We do not consider these investments to be other-than-temporarily

impaired as of March 31, 2010.

Corporate Bonds. The unrealized losses on our investments in corporate bonds and asset-backed securities relate primarily to an
increase in credit-related yield spreads, risk aversion and heightened volatility in the financial markets since initial purchase. We do
not intend to sell the investments and it is not likely that we will be required to sell the investments before recovery of their amortized

cost basis. We do not consider these investments to be other-than-temporarily impaired as of March 31, 2010.
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Mortgage-Backed Debt Securities. The unrealized losses on our investments in mortgage-backed securities relate primarily to an
increase in housing delinquencies and default rates, credit-related yield spreads, risk aversion and heightened volatility in the financial
markets. Continued weakness and lack of liquidity in the commercial sector continue to impact valuations. We do not intend to sell the
investments and it is not likely that we will be required to sell these investments before recovery of their amortized cost basis. We do
not consider these investments to be other-than-temporarily impaired as of March 31, 2010.

Equity Securities. Cat Insurance maintains a well-diversified equity portfolio consisting of two specific mandates: large capitalization
value stocks and smaller company growth stocks. Despite continued strengthening in equity returns, the remaining unrealized losses
in both the large and smaller company portfolios can be attributed to the weak economic conditions over the last 12 to 18 months. In
each case where unrealized losses exist, the respective company's management is taking corrective action to increase shareholder
value. We do not consider these investments to be other-than-temporarily impaired as of March 31, 2010.

The fair value of the available-for-sale debt securities at March 31, 2010, by contractual maturity, is shown below. Expected maturities
will differ from contractual maturities because borrowers may have the right to prepay and creditors may have the right to call
obligations.

(Millions of dollars) Fair Value
DUEB IN ONE YEAK OF IESS ....vvuvereiieeieeeieiss et st ettt s st e s s s e s e st st n s s $ 55
Due after one year throUgh fiVE YEAIS ... bbbt 3 420
Due after five Years throUGgN TN YEAIS ........ccr ettt bbbt $ 222
DUE GBI BN YBAIS......cvevuieevictiirs ettt et ssse s et ettt st b s R bbb bbb e bbb en bbb e Rt bbb s bt n et 3 520

Proceeds from sale of available-for-sale securities during the three months ended March 31, 2010 and March 31, 2009 were
$45 million and $87 million, respectively. There were no gross gains or gross losses for the three months ended March 31, 2010.
Gross gains of $1 million were included in current earnings for the three months ended March 31, 2009. Gross losses of $7 million
were included in current earnings for the three months ended March 31, 2009.

Postretirement Benefits
A. Pension and postretirement benefit costs

As discussed in Note 18, during 2009 voluntary and involuntary separation programs impacted employees participating in certain U.S.
and non-U.S. pension and other postretirement benefit plans. Due to the significance of these events, certain plans were re-measured
as follows:

U.S. Separation Programs — Plan re-measurements as of January 31, 2009, March 31, 2009 and December 31, 2009 resulted
in net curtailment losses of $127 million to pension and $55 million to other postretirement benefit plans. Early retirement
pension benefit costs of $6 million were also recognized.

Non-U.S. Separation Programs — Certain plans were re-measured as of March 31, 2009 and December 31, 2009, resulting in
pension settlement losses of $34 million, special termination benefits of $2 million to pension and curtailment losses of $1
million to other postretirement benefit plans.

The $225 million of curtailment, settlement and special termination benefit expense for 2009 associated with certain pension and other
postretirement benefit plans was reported in Other operating (income) expense in the Consolidated Statement of Results of
Operations. This includes $201 million reported for the first quarter of 2009.

In March 2009, we amended our U.S. support and management other postretirement benefit plan. Beginning in 2010, certain retirees
age 65 and older will enroll in individual health plans that work with Medicare and will no longer participate in a Caterpillar-sponsored
group health plan. In addition, Caterpillar will fund a tax-advantaged Health Reimbursement Arrangement (HRA) to assist the retirees
with medical expenses. The plan amendment required a plan re-measurement as of March 31, 2009, which resulted in a decrease in
our Liability for postretirement benefits of $432 million and an increase in Accumulated other comprehensive income (loss) of $272
million net of tax. The plan was further amended in December 2009 to define the HRA benefit that active employees will receive once
they are retired and reach age 65. The plan was re-measured at year-end 2009 and the December amendment resulted in a decrease
in our Liability for postretirement benefits of $201 million and an increase in Accumulated other comprehensive income (loss) of $64
million net of tax. These decreases will be amortized into earnings on a straight-line basis over approximately 7 years, the average
remaining service period of active employees in the plan. The amendments reduced other postretirement benefits expense by
approximately $27 million for the three months ended March 31, 2010 and did not impact expense for the three months ended March
31, 2009.
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The re-measurements did not have a material impact on our benefit obligations, plan assets or funded status for the three months
ended March 31, 2009. There were no re-measurements during the three months ended March 31, 2010.

In March 2010, the Patient Protection and Affordable Care Act (the PPACA) and the Health Care and Education Reconciliation Act of
2010 (H.R. 4872) which amends certain provisions of the PPACA were signed into law. As discussed in Note 13, the Medicare Part D
retiree drug subsidies effectively become taxable beginning in 2013.

Other
U.S. Pension Non-U.S. Pension Postretirement
(Millions of dollars) Benefits Benefits Benefits
March 31, March 31, March 31,
2010 2009 2010 2009 2010 2009
For the three months ended:
Components of net periodic benefit cost:
SEIVICE COSL...viiviierieieiere ettt $ 49 $ 49 $ 23 $ 24 $ 16 $ 18
INEEESE COSL.....vvvirrre e 166 170 42 36 61 74
Expected return on plan assets.......cccovvveereererrernnns (191) (198) (49) (43) (23) (32)
Amortization of:
Transition obligation (aSSEet) ........cccvveervrrreerierrinns — — — — 1 —
Prior service oSt (Credit) L .......covvverirreeninrneenenn, 7 7 — — (14) 1
Net actuarial 0SS (gain)........cccoererreerieneerinrieineen. 88 60 17 13 8 5
Net periodic benefit CoSt........ccocvvennieienieieen, 119 88 33 30 49 66
Curtailments, settlements and special termination
DENERILS 2 ... — 130 4 9 — 62
Total cost included in operating profit ..........ccccceevevnn $ 119 $ 218 $ 37 $ 39 $ 49 $ 128
Weighted-average assumptions used to
determine net cost:
DISCOUNE FALE ...t 57% 6.2% 4.8% 45% 5.6% 6.1%
Expected return on plan @ssets.........ceveeriereeenienens 8.5% 8.5% 7.0% 6.6% 8.5% 8.5%
Rate of compensation iNCrease..........cceveeeereenmeenienens 45% 45% 4.2% 3.7% 4.4% 4.4%

1 Prior service costs for both pension and other postretirement benefits are generally amortized using the straight-line method over the average
remaining service period to the full retirement eligibility date of employees expected to receive benefits from the plan amendment. For other
postretirement benefit plans in which all or almost all of the plan's participants are fully eligible for benefits under the plan, prior service costs are
amortized using the straight-line method over the remaining life expectancy of those participants.

2 Curtailments, settlements and special termination benefits were recognized in Other operating (income) expenses in the Consolidated Statement
of Results of Operations.

We made $248 million of contributions to our U.S. and non-U.S. pension plans during the three months ended March 31, 2010 and we
currently anticipate additional contributions of approximately $750 million during the remainder of the year, most of which are voluntary
contributions.

B. Defined contribution benefit costs
Beginning in June 2009, we began funding our employer matching contribution for certain U.S. defined contribution plans in Caterpillar
stock, held as treasury stock. For the three months ending March 31, 2010, we have made $29 million (0.5 million shares) of matching

contributions in Caterpillar stock.

Total company costs related to U.S. and non-U.S. defined contribution plans were as follows:

Three Months Ended

March 31,
(Millions of dollars) 2010 2009
ULS. PlANS ...ttt bbb bbb bbbttt bbb bbb $ 48 $ 39
NON-ULS. PIANS ...ttt bbb et b bbb bbb se ettt ae s st bebenis 7 9

$ 55 $ 48
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Guarantees and Product Warranty

We have provided an indemnity to a third-party insurance company for potential losses related to performance bonds issued on behalf
of Caterpillar dealers. The bonds are issued to insure governmental agencies against nonperformance by certain dealers. We also
provided guarantees to a third party related to the performance of contractual obligations by certain Caterpillar dealers. The
guarantees cover potential financial losses incurred by the third party resulting from the dealers' nonperformance.

We provide loan guarantees to third-party lenders for financing associated with machinery purchased by customers. These guarantees
have varying terms and are secured by the machinery. In addition, Cat Financial participates in standby letters of credit issued to third
parties on behalf of their customers. These standby letters of credit have varying terms and beneficiaries and are secured by customer
assets.

Cat Financial has provided a limited indemnity to a third-party bank resulting from the assignment of certain leases to that bank. The
indemnity is for the possibility that the insurers of these leases would become insolvent. The indemnity expires December 15, 2012
and is unsecured.

No loss has been experienced or is anticipated under any of these guarantees. At March 31, 2010 and December 31, 2009, the
related liability was $19 million and $17 million, respectively. The maximum potential amount of future payments (undiscounted and
without reduction for any amounts that may possibly be recovered under recourse or collateralized provisions) we could be required to
make under the guarantees are as follows:

(Millions of dollars) March 31, December 31,
2010 2009
Guarantees with Caterpillar BAIEIS.........ouvueveririerirerre s $ 313 $ 313
GUArantees WIth CUSIOMETS ..........ccuriiieirieerireeiee ittt 177 193
LiMItEA INABMINILY ..o 20 20
GUANANTEES — OLNET ....cveviceeie ettt 54 64
TOLAl QUATANTEES ...v.vvvevvisceisst ettt bttt bbbt 3 564 $ 590

We provide guarantees to repurchase certain loans of Caterpillar dealers from a financial trust (Trust) that qualifies as a variable
interest entity. The purpose of the Trust is to provide short-term working capital loans to Caterpillar dealers. This Trust issues
commercial paper and uses the proceeds to fund its loan program. We have a loan purchase agreement with the Trust that obligates
us to purchase certain loans that are not paid at maturity. We receive a fee for providing this guarantee, which provides a source of
liquidity for the Trust. We determined that we are the primary beneficiary of the Trust as our guarantees result in Cat Financial having
both the power to direct the activities that most significantly impact the Trust's economic performance and the obligation to absorb
losses, and therefore we have consolidated the financial statements of the Trust. As of March 31, 2010 and December 31, 2009, the
Trust's assets of $254 million and $231 million, respectively, are primarily comprised of loans to dealers and the Trust's liabilities of
$254 million and $231 million, respectively, are primarily comprised of commercial paper. No loss has been experienced or is
anticipated under this loan purchase agreement. Our assets are not available to pay creditors of the Trust, except to the extent we
may be obligated to perform under the guarantee, and assets of the Trust are not available to pay our creditors.

Our product warranty liability is determined by applying historical claim rate experience to the current field population and dealer
inventory. Generally, historical claim rates are based on actual warranty experience for each product by machine model/engine size.
Specific rates are developed for each product build month and are updated monthly based on actual warranty claim experience. The
2009 provision includes approximately $181 million for change in estimates for pre-existing warranties due to higher than expected
actual warranty claim experience.

(Millions of dollars) 2010
Warranty liability, JANUATY L......cccovciiiieiicieices st ettt bbb s bt $ 1,049
Reduction in iability (DAYMENTS).......cuirirrieerieieisereesee et ses sttt s et esnnen (219)
Increase in liability (NEW WAITANTIES) ......v.vvevirreriireirirersisee ettt ses sttt s nses 111
Warranty liability, MArCHh 3L.......covcuiiiricesices ettt bbb tes $ 941
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(Millions of dollars) 2009

Warranty ability, JANUATY L........coirvriiiirieiinieissseses et ss st ss bbb $ 1,201
Reduction in iability (DAYMENS) .....verrieirircreriees e e ssss s sa s s s s e en s s e (1,032)
Increase in liability (NEW WAITANTES) .......vuevererriireerieesiseseesisseessses s ssss s sss e sess s s sss s ssses s s ss s ssnsesesnssenes 880
Warranty liability, DECEMDET 3L.......cvvuieiiieiiirieieisieieissree sttt bbbt 3 1,049

Computations of Profit Per Share

Three Months Ended
(Dollars in millions except per share data) March 31,
2010 2009

I Profit (10SS) fOr the PEIOA (A)L: ...t $ 233 3 (112)
Il.  Determination of shares (in millions):

Weighted-average number of common shares outstanding (B).........ccccoeevrennicnnennn. 626.4 602.1

Shares issuable on exercise of stock awards, net of shares assumed

to be purchased out of proceeds at average Market priCe ........covevvenenienenieneineen, 17.1 —

Average common shares outstanding for fully diluted computation (C) .........cccceevrrnnee, 643.5 602.1
ll.  Profit (loss) per share of common stock:

Assuming no dilution (A/B) $ 037 $ (0.19)

Assuming full dilution (A/C) $ 036 $ (0.19)

1 Profit (loss) attributable to common stockholders.

SARs and stock options to purchase 25,891,566 common shares were outstanding for the three months ended March 31, 2010, but
were not included in the computation of diluted earnings per share because the effect would have been anti-dilutive. In 2009, the
assumed exercise of stock-based compensation awards was not considered because the impact would be anti-dilutive.

Environmental, Legal and Tax Matters

The company is regulated by federal, state and international environmental laws governing our use, transport and disposal of
substances and control of emissions. In addition to governing our manufacturing and other operations, these laws often impact the
development of our products, including, but not limited to, required compliance with air emissions standards applicable to internal
combustion engines. Compliance with these existing laws has not had a material impact on our capital expenditures, earnings or
global competitive position.

We are engaged in remedial activities at a number of locations, often with other companies, pursuant to federal and state laws. When
it is probable we will pay remedial costs at a site and those costs can be reasonably estimated, the costs are charged against our
earnings. In formulating that estimate, we do not consider amounts expected to be recovered from insurance companies or others.
The amount recorded for environmental remediation is not material and is included in Accrued expenses in Consolidated Statement of
Financial Position.

We cannot reasonably estimate costs at sites in the very early stages of remediation. Currently, we have a few sites in the very early
stages of remediation, and there is no more than a remote chance that a material amount for remedial activities at any individual site,
or at all sites in the aggregate, will be required.

We have disclosed certain individual legal proceedings in this filing. Additionally, we are involved in other unresolved legal actions that
arise in the normal course of business. The most prevalent of these unresolved actions involve disputes related to product design,
manufacture and performance liability (including claimed asbestos and welding fumes exposure), contracts, employment issues or
intellectual property rights. Although it is not possible to predict with certainty the outcome of these unresolved legal actions, we
believe that these actions will not individually or in the aggregate have a material adverse effect on our consolidated results of
operations, financial position or liquidity.
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On May 14, 2007, the U.S. Environmental Protection Agency (EPA) issued a Notice of Violation to Caterpillar Inc., alleging various
violations of Clean Air Act Sections 203, 206 and 207. EPA claims that Caterpillar violated such sections by shipping engines and
catalytic converter after-treatment devices separately, introducing into commerce a number of uncertified and/or misbuilt engines, and
failing to timely report emissions-related defects. Caterpillar is currently engaging in negotiations with EPA to resolve these issues, but
it is too early in the process to place precise estimates on the potential exposure to penalties. However, Caterpillar is cooperating with
EPA and, based upon initial discussions, and although penalties could potentially exceed $100,000, management does not believe
that this issue will have a material adverse impact on our consolidated results of operations, financial position or liquidity.

On February 8, 2009, an incident at Caterpillar's Joliet, lllinois facility resulted in the release of approximately 3,000 gallons of
wastewater into the Des Plaines River. In coordination with state and federal authorities, appropriate remediation measures have
been taken. On February 23, 2009, the lllinois Attorney General filed a Complaint in Will County Circuit Court containing seven counts
of violations of state environmental laws and regulations. Each count seeks injunctive relief, as well as statutory penalties of $50,000
per violation and $10,000 per day of violation. In addition, on March 5, 2009, the EPA served Caterpillar with a Notice of Intent to file a
Civil Administrative Action (notice), indicating the EPA's intent to seek civil penalties for violations of the Clean Water Act and Oil
Pollution Act. On January 25, 2010, the EPA issued a revised notice seeking civil penalties in the amount of $167,800, and Caterpillar
responded to the revised notice and is engaged in follow up discussions with the EPA. On March 8, 2010, the lllinois Attorney General
submitted a demand to Caterpillar seeking a $100,000 civil penalty. At this time, we do not believe these proceedings will have a
material adverse impact on our consolidated results of operations, financial position or liquidity.

Income Taxes

The provision for income taxes in the first quarter of 2010 reflects an estimated annual effective tax rate of 30 percent, excluding the
discrete charge discussed below, compared to a discrete period effective tax rate of 37.5 percent for first quarter 2009. The 2010
estimated annual tax rate is expected to be less than the U.S. tax rate of 35 percent primarily due to profits in tax jurisdictions with
rates lower than the U.S. rate. The 2010 estimated annual tax rate is based on current tax law and therefore does not include the U.S.
research and development tax credit and other benefits that have not been extended past 2009. A discrete calculation was used to
report the 2009 first quarter tax benefit rather than an estimated annual tax rate as the estimated range of annual profit/(loss) before
tax produced significant variability and made it difficult to reasonably estimate the 2009 annual effective tax rate.

The provision for income taxes for 2010 also includes a deferred tax charge of $90 million due to the enactment of U.S. health care
legislation effectively making government subsidies received for Medicare-equivalent prescription drug coverage taxable. Guidance on
accounting for income taxes requires that the tax effects of changes in laws be reflected in the financial statements in the period in
which the legislation is enacted regardless of the effective date. Deferred tax assets had previously been recorded based on the
liability for other postretirement benefits without regard to the tax-free subsidy. As a result of the law change, deferred tax assets were
reduced to reflect the expected future income tax on the subsidy. Beginning in 2013, a cash tax cost will be incurred when the
subsidies received increase taxable income.

It is reasonably possible that changes in the valuation allowances against deferred tax assets of certain non-U.S. entities may occur in
the next year.

Segment information

Basis for segment information

Caterpillar is organized based on a decentralized structure that has established responsibilities to continually improve business focus
and increase our ability to react quickly to changes in the global business cycle, customer needs and competitors' actions. Our current
structure uses a matrix organization comprised of multiple profit and cost center divisions.

Our divisional structure and responsibilities are as follows:

= Machine business divisions are profit centers primarily responsible for product management, development, marketing, sales and
product support. Machine business divisions also have select manufacturing responsibilities. Inter-segment sales of components
are a source of revenue for some of these divisions.

= Engine business divisions are profit centers primarily responsible for product management, development, manufacturing,
marketing, sales and product support. Inter-segment sales of engines and/or components are a source of revenue for some of
these divisions.

=  Component business divisions are profit centers primarily responsible for product management, development, manufacturing,
marketing, sales and product support for internal and external customers. Inter-segment sales of components are a source of
revenue for these divisions.

= Service business divisions are profit centers primarily responsible for various services and service-related products to customers
including financial, logistics, remanufacturing and rail services. Inter-segment sales of services and service-related products are a
source of revenue for some of these divisions.
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= Manufacturing services divisions are cost centers primarily responsible for the manufacture of products and/or components within
the geographic regions of the Americas and EAME.

=  Corporate services divisions are cost centers primarily responsible for the performance of certain support functions globally (e.g.,
Finance, Human Resources, Information Technology, Legal and Purchasing) and to provide centralized services.

=  Regional distribution services divisions are cost centers primarily responsible for the total portfolio of business with each dealer,
the dealer relationship, dealer development and ensuring the most efficient and effective distribution of machines, engines and
parts.

=  Centers of excellence divisions are cost centers primarily responsible for Caterpillar's most critical/differentiating processes in the
areas of Marketing and Product Support, Production and Product Development.

The segment information for 2009 has been retrospectively adjusted to conform to the 2010 presentation. Core Components, formerly
included in the all other category, is now a reportable segment. The portion of postretirement benefit expense ($89 million in the first
quarter of 2009) that was allocated to Machinery and Engines business divisions based on budgeted external and inter-segment sales,
is now a methodology difference between segment and external reporting.

Our measurement system is complex and is designed to evaluate performance and to drive continuous improvement. We have
chosen to disclose financial results by our three principal lines of business (Machinery, Engines and Financial Products) in our
Management's Discussion and Analysis rather than by reportable segment based on the following:

=  QOur Machinery and Engines businesses are vertically integrated and there are a significant amount of inter-segment transactions
that make information for individual segments less meaningful.

= A significant amount of corporate and other costs ($193 million for the three months ended March 31, 2010 and $252 million for
the three months ended March 31, 2009) are allocated to Machinery and Engines business divisions based on budgeted external
and inter-segment sales. It would be difficult to provide meaningful information by reportable segment for these costs as the
allocation method does not directly reflect the benefited segment and the allocation is done in total, not by financial statement line
item. In addition, the budgeted amount is allocated to segments; any differences from budget are treated as a reconciling item
between reportable segment and consolidated results.

=  As discussed below, there are various methodology differences between our segment reporting and U.S. GAAP. This results in
numerous reconciling items between reportable segment and consolidated results.

=  We have twenty-three operating segments, of which twelve are reportable segments. Reporting financial information for this
number of businesses, especially considering our level of vertical integration, would not be meaningful to our financial statement
users.

In summary, due to Caterpillar's high level of integration and our concern that segment disclosures have limited value for our external
readers, we are continuing to disclose financial results for our three principal lines of business (Machinery, Engines and Financial
Products) in our Management's Discussion and Analysis beginning on page 36.

Description of segments

Profit center divisions meet the definition of "operating segments” specified in the accounting guidance on segment reporting; however,
the cost center divisions do not. Following is a brief description of our twelve reportable segments and the business activities included
in all other operating segments:

Building Construction Products: A machine business division primarily responsible for the product management, development,
manufacture, marketing, sales and product support of light construction machines and select work tools.

Cat Japan: A business division primarily responsible for the development of small, medium and large hydraulic excavators,
manufacturing of select machinery and components, marketing, sales and product support of machinery, engines and components in
Japan. Inter-segment sales of machinery and components are a source of revenue for this division.

Core Components: A component business division primarily responsible for the product management, development, manufacture,
marketing and product support of undercarriage, specialty products, hardened barstock components and ground engaging tools. Inter-
segment sales of components are a source of revenue for this division.

Earthmoving: A machine business division primarily responsible for the product management, development, marketing, sales and
product support of medium wheel loaders, medium track-type tractors, track-type loaders, motor graders and pipelayers. Also
responsible for manufacturing of select machines in Asia.

Electric Power: An engine business division primarily responsible for the product management, development, manufacture,
marketing, sales and product support of reciprocating engine powered generator sets as well as integrated systems used in the electric
power generation industry.

Excavation: A machine business division primarily responsible for the product management, development, marketing, sales and
product support of small, medium and large excavators, wheeled excavators and articulated trucks. Also responsible for
manufacturing of select machines in Asia and articulated trucks.
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Large Power Systems: An engine business division primarily responsible for the product management, development, manufacture
and product support of reciprocating engines supplied to Caterpillar machinery and the electric power, petroleum, marine and industrial
industries. Also responsible for engine component manufacturing. Inter-segment sales of engines and components are a source of
revenue for this division.

Logistics: A service business division primarily responsible for logistics services for Caterpillar and other companies.

Marine & Petroleum Power: An engine business division primarily responsible for the product management, development, marketing,
sales and product support of reciprocating engines supplied to the marine and petroleum industries. Also responsible for
manufacturing of certain reciprocating engines for marine, petroleum and electric power applications.

Mining: A machine business division primarily responsible for the product management, development, marketing, sales and product
support of large track-type tractors, large mining trucks, underground mining equipment and tunnel boring equipment. Also
responsible for manufacturing of underground mining equipment and tunnel boring equipment. Inter-segment sales of components are
a source of revenue for this division.

Turbines: An engine business division primarily responsible for the product management, development, manufacture, marketing,
sales and product support of turbines and turbine-related services.

Financing & Insurance Services: Provides financing to customers and dealers for the purchase and lease of Caterpillar and other
equipment, as well as some financing for Caterpillar sales to dealers. Financing plans include operating and finance leases,
installment sale contracts, working capital loans and wholesale financing plans. The division also provides various forms of insurance
to customers and dealers to help support the purchase and lease of our equipment.

All Other: Primarily includes activities such as: the product management, development, marketing, sales and product support of large
wheel loaders, quarry and construction trucks, wheel tractor scrapers, wheel dozers, compactors and select work tools. Also
responsible for manufacturing of select machines in Asia; the product management, development, manufacture, marketing, sales and
product support of forestry products; the product management, development, manufacture, marketing, sales and product support of
reciprocating engines used in industrial applications; the product management, development, manufacture, marketing, sales and
product support of machinery and engine components, electronics and control systems; the product management, development,
manufacture, remanufacture, maintenance and service of rail-related products and services; remanufacturing of Caterpillar engines
and components and remanufacturing services for other companies; the product management, development, manufacture, marketing,
sales and product support of paving products. Inter-segment sales are a source of revenue for some of these divisions. Results for All
Other operating segments are included as reconciling items between reportable segments and consolidated external reporting.

Segment measurement and reconciliations
There are several methodology differences between our segment reporting and our external reporting. The following is a list of the
more significant methodology differences:

=  Generally, liabilities are managed at the corporate level and are not included in segment operations. Segment accountable
assets generally include inventories, receivables and property, plant and equipment.

=  Segment inventories and cost of sales are valued using a current cost methodology.

=  Currency exposures are generally managed at the corporate level and the effects of changes in exchange rates on results of
operations within the year are not included in segment results. The net difference created in the translation of revenues and costs
between exchange rates used for U.S. GAAP reporting and exchange rates used for segment reporting are recorded as a
methodology difference.

=  Postretirement benefit expenses are split; segments are generally responsible for service and prior service costs, with the
remaining elements of net periodic benefit cost included as a methodology difference.

= |Interest expense is not included in Machinery and Engines segment results.
= Accountable profit is determined on a pretax basis.

Reconciling items are created based on accounting differences between segment reporting and our consolidated external reporting.
Please refer to pages 26 to 28 for financial information regarding significant reconciling items. Most of our reconciling items are self-
explanatory given the above explanations. For the reconciliation of profit (loss), we have grouped the reconciling items as follows:

=  Corporate costs: Certain corporate costs are allocated and included in the business division's accountable profit at budgeted
levels. Any differences are treated as reconciling items. These costs are related to corporate requirements and strategies that
are considered to be for the benefit of the entire organization.
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= Redundancy costs: Redundancy costs include pension and other postretirement benefit plan curtailments, settlements and
special termination benefits as well as employee separation charges. Most of these costs are reconciling items between
accountable profit and consolidated profit before tax. Table Reconciliation of Redundancy Costs on page 27 has been included to
illustrate how segment accountable profit would have been impacted by the redundancy costs. See Notes 9 and 18 for more
information.

= Methodology differences: See previous discussion of significant accounting differences between segment reporting and
consolidated external reporting.

= Timing: Timing differences in the recognition of costs between segment reporting and consolidated external reporting.

Reportable Segments
Three Months Ended March 31,
(Millions of dollars)

2010
External Inter-segment Total sales Depreciation Accountable
sales and sales & and and Accountable assets at Capital
revenues revenues revenues amortization profit (loss) Mar. 31 expenditures
Building Construction Products............... $ 406 % 12 $ 418 $ 8 3 5) $ 702 % 3
Cat JAPAN ... 314 370 684 52 (38) 2,496 34
Core COMPONENtS .......ccvverrerrirereriineins 262 336 598 19 133 1,010 6
Earthmoving ........ccoevevnevneeneineinninnnns 909 34 943 25 (53) 2,393 24
Electric POWET ... 467 1 468 6 6 733 —
EXCAVALION.......corieiieeesrereiiees 855 18 873 16 (13) 1,516 6
Large Power Systems..........ccocvereererene 686 600 1,286 46 7 2,810 35
LOGISHCS .ovvvvvvvvrerrierieseeieeisesesseseenes 177 351 528 26 128 810 7
Marine & Petroleum Power.............cc....... 483 16 499 6 59 795 6
MINING...vooirririeee e 677 48 725 15 86 1,299 5
TUDINES .o 512 — 512 15 75 612 7
Total Machinery & Engines................ $ 5748  § 1786  § 7534 % 234 $ 455  $ 15176  $ 133
Financing & Insurance Services ............. 739 — 739 183 106 31,026 174
TOtAl oo $ 6487  $ 1786 § 8273 $ 417 $ 561 § 46202 $ 307
2009
External Inter-segment Total sales Depreciation Accountable
sales and sales & and and Accountable assets at Capital
revenues revenues revenues amortization profit (loss) Dec. 31 expenditures
Building Construction Products............... $ 280 % 4 % 284 % 7 % (60) % 615 $ 2
Cat JaPaN ... 330 377 707 45 (90) 2,440 45
Core COMPONENtS.......vvvreereererereirirenaes 217 270 487 18 51 955 10
Earthmoving ........cccceeeeneeeneineieneinniennnns 1,083 21 1,104 22 (50) 2,197 20
Electric POWET ........oveeneeeeiincireeis 735 5 740 7 97 702 3
EXCAVAION.....o.vvnrieeiirircireineienieeiieees 703 26 729 15 (94) 1,325 9
Large Power SyStems...........ccoecvvvrennens 553 1,004 1,647 47 95 2,703 15
LOGISHCS ..vvvvvveerenreneieieeieeieeieeieeiees 177 325 502 27 92 828 13
Marine & Petroleum Power.............cccc..... 875 16 891 4 108 747 8
MINING ... 875 37 912 20 98 1,141 9
TUDINES .o 811 3 814 15 182 734 9
Total Machinery & Engines................ $ 6639 $ 21718 $ 8817 $ 27 % 429 3 14,387  $ 143
Financing & Insurance Services ............. 788 — 788 180 89 32,230 222
TOAl oo $ 7421 $ 2178 $ 9,605 $ 407 $ 518 §$ 46617  $ 365
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Reconciliation of Sales and revenues:

(Millions of dollars) Machinery Financing &
and Insurance Consolidating Consolidated
Engines Services Adjustments Total

Three Months Ended March 31, 2010:
Total external sales and revenues from

reportable SEMENES .......cvverrerrrerrreeeiesersssssss e $ 5,748 $ 739 $ — $ 6,487
All other operating SEIMENLS ..........vvvvreerereererirniseereeseeees 1,809 — — 1,809
Other ..., (6) 7 (59)* (58)
Total Sales and reVENUES .........cceveveieiieieisreieisse s $ 7,551 $ 746 3 (59) 3 8,238
Three Months Ended March 31, 2009:
Total external sales and revenues from
reportable SEGMENLS ......c.cvierecere e 3 6,639 $ 788 3 — 3 7,427
All other operating segments .. 1,876 — — 1,876
Other ..o, (5) 8 (81)* (78)
Total Sales and FEVENUES .........ccvrerreneiiereieiseeeiseese e sseeees 3 8,510 $ 796 3$ (81) 3$ 9,225
! Elimination of Financial Products revenues from Machinery and Engines.
Reconciliation of Consolidated profit (loss) before taxes:
Machinery Financing &
(Millions of dollars) and Insurance Consolidated
Engines Services Total

Three Months Ended March 31, 2010:
Total accountable profit from reportable SEgMENtS........covvvereereeeininerneeneene $ 455 $ 106 $ 561
All other operating SEIMENTS ... s 166 — 166
COSE CENLEIS ..t 26 — 26
Corporate costs ... (139) — (139)
TiIMING ..o 32 — 32
REAUNGANCY COSES ....euvivereiieiee bbb (2) — (2)
Methodology differences:

INVENtOrY/COSE Of SAIES ......coveeieieceree s 14 — 14

Postretirement benefit expense .... (112) — (112)

FINANCING COSES ...vuvvvreeeieieiree et (101) — (101)

Equity in profit of unconsolidated affiliated companies .... 2 — 2

CUITENCY oottt 33 — 33

Other methodology differenCes..........cooeenerieneiriereree e (15) 4 (11)
Total profit (I0SS) DEfOrE tAXES ......evverreerrrereireire et $ 359 $ 110 $ 469
Three Months Ended March 31, 2009:
Total accountable profit from reportable SEgMENtS........ccccvvviererierieieninns $ 429 3 89 $ 518
All other operating SEgMENtS..........cocvevrieererriennnns 4 — 4
Cost Centers .......covvverneniinns 29 — 29
Corporate costs ... 49 — 49
THMING oo bbb (11) — (11)
REAUNGANCY COSES ....eueirerciiieiseie bbb (547) (11) (558)
Methodology differences:

INVENLOrY/COSE Of SAIES ... (46) — (46)

Postretirement benefit EXPeNSEe ... (73) — (73)

FINANCING COSES ...t (101) — (101)

Equity in profit of unconsolidated affiliated companies .... 1) — 1)

CUITENCY ..ttt (14) — (14)

Other methodology differences. 9) 1 (8)
Total profit (I0SS) DEfOrE TAXES ....c.cvvevreerrrereireireiee e $ (291) $ 79 $ (212)
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Reconciliation of Redundancy costs:

As noted above, redundancy costs are a reconciling item between Accountable profit (loss) and Consolidated profit (loss) before tax. Had we included these
costs in the segments’ results, costs would have been split as shown below.
Accountable profit

(Millions of dollars) Accountable (loss) with
profit (loss) Redundancy costs redundancy costs
Three Months Ended March 31, 2009:
BUIldiNg CONSHIUCHON PrOUCES........ovvvvvvvevesssseeseessssssssssssesessssssssssssssssesssssssssssssannas $ (60) $ (38) $ (98)
Cat JAPAN ..o (90) (3) (93)
Core Components.... 51 1) 50
Earthmoving..... (50) (55) (105)
Electric Power . 97 (21) 76
Excavation............... (94) (45) (139)
Large Power Systems.. 95 (89) 6
LOGISHCS w.vvvvvvvevrriveriannes 92 (28) 64
Marine & Petroleum Power... 108 (10) 98
MINING vt 98 (50) 48
TUIDINES vvvvvovvvrsaeesesssessssessssessssssssss s sss s ss s 182 — 182
Financing & Insurance Services 89 (11) 78
All Other OPETating SEGMENES ............cerrvvverseesssisiseesssssssessssssssssssssssssssssssssssssssssses 4 (207) (203)
CONSONAALEA TOMAI .....voooeeveeveveeeeesseesee e $ 522 $ (558) $ (36)
Reconciliation of Assets:
Financing &
(Millions of dollars) Machinery Insurance Consolidating Consolidated
and Engines Services Adjustments Total
March 31, 2010:
Total accountable assets from reportable segments................ $ 15,176 $ 31,026 $ — $ 46,202
All other operating SEgMENES.........c.cuvvrueerereireneeines eeereiieeas 7,724 — — 7,724
Items not included in segment assets:
Cash and short-term inVeStMeNts.........ccccevvvvereercvsvenen. 1,683 — — 1,683
Intercompany receivables............ccourrereerirereeneereneeneens 672 — (672) —
Investment in Financial Products..........ccccceveeivicesnee. 3,871 — (3,871) —
Deferred income taxes and prepaids............ 3,918 — (506) 3,412
Goodwill, intangible assets and other assets.... 1,133 — — 1,133
Liabilities included in segment aSSets ........ccocoveveeneee 2,381 — — 2,381
Inventory methodology differences .... (2,860) — — (2,860)
OtNer . 481 (267) (1,053) (839)
Total assets .. $ 34,179 $ 30,759 $ (6,102) $ 58,836
December 31, 2009:
Total accountable assets from reportable segments................ $ 14,387 $ 32,230 $ — 3 46,617
All other operating SEgMENTS.........c.cvvrveereernenieies e 7,356 — — 7,356
Items not included in segment assets:
Cash and short-term inVeStMeNtS.........c.ccevvvveeivierivnen. 2,239 — — 2,239
Intercompany receivables............ccorreerireneeneeenenneens 106 — (106) —
Investment in Financial Products.......... 4514 — (4,514) —
Deferred income taxes and prepaids............ 4,131 — (460) 3,671
Goodwill, intangible assets and other assets.... 1,364 — — 1,364
Liabilities included in segment assets ...........coceeneen. 2,270 — — 2,270
Inventory methodology differences .... (2,735) — — (2,735)
(0]11-) ST 564 (255) (1,053) (744)
01 L T oSO $ 34,196 $ 31,975 $ (6,133) $ 60,038
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Reconciliations of Depreciation and amortization:

Machinery Financing &
(Millions of dollars) and Insurance Consolidating Consolidated
Engines Services Adjustments Total
Three Months Ended March 31, 2010:
Total accountable depreciation and amortization from reportable
SEOMENES......vveoeeeerecriesees ettt 234 $ 183 $ — $ 417
Items not included in segment depreciation and amortization:
All other operating SEgMENtS ........ccovvverrereeriresreeereeeeeens 105 — — 105
COSE CENLEIS ..o 37 — — 37
OtNET v (5) — — (5)
Total depreciation and amortization...........cceeeeveeinnesrsrieennns 371 $ 183 $ — 3 554
Three Months Ended March 31, 2009:
Total accountable depreciation and amortization from reportable
SEOMENES.....cvevieereiere et r s ebe s nsere s 227 3 180 $ — $ 407
Items not included in segment depreciation and amortization:
All other operating SEgMENLS ....c.cvveevvreerrrersrrereerseeeseeenns 95 — — 95
COSE CENLEIS ...t 40 — — 40
OtNET 1.t (8) — — (8)
Total depreciation and amortization...........c.coueeereeeneieesiierennns 354 $ 180 $ — $ 534
Reconciliations of Capital expenditures:
Machinery Financing &
(Millions of dollars) and Insurance Consolidating Consolidated
Engines Services Adjustments Total
Three Months Ended March 31, 2010:
Total accountable capital expenditures from reportable
SEOMENES...vvvvrvrreiseeesseieses et ss s esnns 133 $ 174 $ — $ 307
Items not included in segment capital expenditures:
All other operating SEBgMENLS ........ceevreeererieerirereirereiereeieens 51 — — 51
COSE CENEIS ...t 19 — — 19
13T PSP — — 4) 4)
Total capital eXPENTitUrES.........ccevrevivereriiererersses e e 203 $ 174 $ 4) $ 373
Three Months Ended March 31, 2009:
Total accountable capital expenditures from reportable
SEOMENES.....cveviiereicrens ettt se s nsere s 143 3 222 $ — $ 365
Items not included in segment capital expenditures:
All other operating SEJMENLS ....c.cvveevvreeereererrerrrseeeseeeees 47 — — 47
COSE CENLEIS ..ot 34 — — 34
OtNET .t — — Q) 1)
Total capital eXPENTItUrES..........ccvvreveerrerenreieessesessss s 224 3 222 $ 1) $ 445

15. Securitizations

Cat Financial transfers certain finance receivables relating to retail installment sale contracts and finance leases as part of their

asset-backed securitization program.

In addition, Cat Financial has sold interests in wholesale receivables to third-party

commercial paper conduits. These transactions provide a source of liquidity and allow for better management of their balance

sheet capacity.
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Securitized Retail Installment Sale Contracts and Finance Leases

Cat Financial periodically transfers certain finance receivables relating to retail installment sale contracts and finance leases to
special purpose entities (SPES) as part of their asset-backed securitization program. The SPEs have limited purposes and
generally are only permitted to purchase the finance receivables, issue asset-backed securities and make payments on the
securities. The SPEs only issue a single series of securities and generally are dissolved when those securities have been paid in
full. The SPEs issue debt to pay for the finance receivables they acquire from Cat Financial. The primary source for repayment of
the debt is the cash flows generated from the finance receivables owned by the SPEs. The assets of the SPEs are legally isolated
and are not available to pay Cat Financial creditors. Cat Financial retains interests in the securitization transactions, including
subordinated certificates issued by the SPEs, rights to cash reserves, and residual interests. For bankruptcy analysis purposes,
Cat Financial has sold the finance receivables to the SPEs in a true sale and the SPEs are separate legal entities. The investors
and the SPEs have no recourse to any of Cat Financial's other assets for failure of debtors to pay when due.

In accordance with the new consolidation accounting guidance adopted on January 1, 2010, these SPEs were concluded to be
VIEs. Cat Financial determined that they were the primary beneficiary based on their power to direct activities through their role as
servicer and their obligation to absorb losses and right to receive benefits and therefore consolidated the entities using the carrying
amounts of the SPES' assets and liabilities.

The restricted assets (Receivables-finance, Long-term receivables-finance, Prepaid expenses and other current assets, and Other
assets) of these consolidated SPEs totaled $354 million at March 31, 2010. The liabilities (Accrued expenses, Long-term debt due
within one year-Financial Products, and Other liabilities) of these consolidated SPEs totaled $284 million at March 31, 2010.

Prior to January 1, 2010, the SPEs were considered to be QSPEs and thus not consolidated. Cat Financial's retained interests in
the securitized assets were classified as available-for-sale securities and were included in Other assets in the Consolidated
Statement of Financial Position at fair value. Cat Financial estimated fair value and cash flows using a valuation model and key
assumptions for credit losses, prepayment rates and discount rates. These assumptions were based on Cat Financial’s historical
experience, market trends and anticipated performance relative to the particular assets securitized.

The fair value of the retained interests in all securitizations of retail finance receivables outstanding totaled $102 million (cost basis
of $107 million) as of December 31, 2009. The fair value of the retained interests as of December 31, 2009 that have been in a
continuous unrealized loss position for twelve months or longer totaled $102 million (cost basis of $107 million). Key assumptions
used to determine the fair value of the retained interests as of December 31, 2009 were:

(Millions of dollars) December 31,
2009

Cash flow weighted-average discount rates on retained INtEreStS .........ovvveenriesseenreees s 7.7%t0 12.4%

Weighted-average maturity in MONENS........c.ccvriieiiceees s asesessseens 22

EXPECtEd PrEPAYMENT FAIE ....cvevuvveeieieireeieisiseie ettt b s e 18.0%

EXPECIEA CrEUIL IDSSES ...evvrieeeieiire ettt bbbttt 4.7%to 4.8%

To estimate the impact on income due to changes to the key economic assumptions used to estimate the fair value of residual
cash flows in retained interests from retail finance receivable securitizations, Cat Financial performed a sensitivity analysis of the
fair value of the retained interests by applying a 10 percent and 20 percent adverse change to the individual assumptions. This
estimate does not adjust for other variations that may occur should one of the assumptions actually change. Accordingly, no
assurance can be given that actual results would be consistent with the results of their estimate. The effect of a variation in a
particular assumption on the fair value of residual interest in securitization transactions was calculated without changing any other
assumptions and changes in one factor may result in changes in another. Cat Financial's sensitivity analysis indicated that the
impact of a 20 percent adverse change in individual assumptions used to calculate the fair value of all Cat Financial’s retained
interests as of December 31, 2009 would be $11 million or less.

During the three months ended March 31, 2009, the assumptions used to determine the fair value of Cat Financial's retained
interests in the securitization transactions were reviewed. The most significant change was an increase in the credit loss
assumption due to the adverse economic conditions in the U.S. economy. This resulted in a $22 million impairment charge to the
retained interests for the three months ended March 31, 2009. The impairment charge was recorded in Revenues of Financial
Products on the Consolidated Statement of Results of Operations.

Cat Financial also retains servicing responsibilities and receives a servicing fee of approximately one percent of the remaining
value of the finance receivables for their servicing responsibilities.

To maintain competitiveness in the capital markets and to have effective and efficient use of alternative funding sources, Cat
Financial may elect to provide additional reserve support to these SPESs.
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16.

Sales and Servicing of Trade Receivables
Our Machinery and Engines operations generate trade receivables from the sale of inventory to dealers and customers. Certain of
these receivables are sold to Cat Financial.

During 2009, Cat Financial sold interests in a certain pool of trade receivables through a revolving structure to third-party
commercial paper conduits, which are asset-backed commercial paper issuers that are special purpose entities (SPEs) of the
sponsor bank and are not consolidated by Cat Financial. Cat Financial services the sold trade receivables and receives an annual
servicing fee of approximately 0.5 percent of the average outstanding principal balance. Consolidated expenses of $2 million
related to the sale of trade receivables were recognized for the three months ended March 31, 2009 and are included in Other
income (expense) in the Consolidated Statement of Results of Operations. As of March 31, 2010 and December 31, 2009, there
were no trade receivables sold to the third-party commercial paper conduits.

The cash collections from this pool of receivables are first applied to satisfy any obligations of Cat Financial to the third-party
commercial paper conduits. The third-party commercial paper conduits have no recourse to Cat Financial's assets, other than the
remaining interest, for failure of debtors to pay when due.

Cash flows from sale of trade receivables:
Three Months Ended March 31,

(Millions of dollars) 2010 2009
Cash proceeds from sales of receivables to the conduits ............ccocoeeveeiinrincnnnn, $ — $ 393
Cash flows received on the interests that continue to be held .............cccovevveennn, 1,463 2,514

Redeemable Noncontrolling Interest — Caterpillar Japan Ltd.

On August 1, 2008, Shin Caterpillar Mitsubishi Ltd. (SCM) completed the first phase of a share redemption plan whereby SCM
redeemed half of Mitsubishi Heavy Industries (MHI's) shares in SCM. This resulted in Caterpillar owning 67 percent of the
outstanding shares of SCM and MHI owning the remaining 33 percent. As part of the share redemption, SCM was renamed
Caterpillar Japan Ltd. (Cat Japan). Both Cat Japan and MHI have options, exercisable beginning August 1, 2013, to require the
redemption of the remaining shares owned by MHI, which if exercised, would make Caterpillar the sole owner of Cat Japan.

The remaining 33 percent of Cat Japan owned by MHI has been reported as redeemable noncontrolling interest and classified as
mezzanine equity (temporary equity) in the Consolidated Statement of Financial Position. The redeemable noncontrolling interest
is reported at its estimated redemption value. Any adjustment to the redemption value impacts Profit employed in the business,
but does not impact Profit. If the fair value of the redeemable noncontrolling interest falls below the redemption value, profit
available to common stockholders would be reduced by the difference between the redemption value and the fair value. This
would result in lower profit in the profit per common share computation in that period. Reductions impacting the profit per common
share computation may be partially or fully reversed in subsequent periods if the fair value of the redeemable noncontrolling
interest increases relative to the redemption value. Such increases in profit per common share would be limited to cumulative prior
reductions. During the first quarter of 2009, there was no change to the estimated redemption value. During the first quarter of
2010, the estimated redemption value decreased, resulting in an adjustment to the carrying value of the redeemable noncontrolling
interest. Profit employed in the business increased by $9 million due to this adjustment. As of March 31, 2010, the fair value of the
redeemable noncontrolling interest remained greater than the estimated redemption value.

We estimate the fair value of the redeemable noncontrolling interest using a discounted five year forecasted cash flow with a year-
five residual value. Based on our current expectations for Cat Japan, we expect the fair value of the redeemable noncontrolling
interest to remain greater than the redemption value. However, if economic conditions deteriorate and Cat Japan’s business
forecast is negatively impacted, it is possible that the fair value of the redeemable noncontrolling interest may fall below the
estimated redemption value. Should this occur, profit would be reduced in the profit per common share computation by the
difference between the redemption value and the fair value. Lower long-term growth rates, reduced long-term profitability as well
as changes in interest rates, costs, pricing, capital expenditures and general market conditions may reduce the fair value of the
redeemable noncontrolling interest.

With the consolidation of Cat Japan's results of operations, 33 percent of Cat Japan's comprehensive income or loss is attributed
to the redeemable noncontrolling interest, impacting its carrying value. Because the redeemable noncontrolling interest must be
reported at its estimated future redemption value, the impact from attributing the comprehensive income or loss is offset by
adjusting the carrying value to the redemption value. This adjustment impacts Profit employed in the business, but not Profit. For
the three months ended March 31, 2010 and 2009, the carrying value had decreased by $6 million and $20 million, respectively,
due to Cat Japan's comprehensive loss. This resulted in an offsetting adjustment of $6 million and $20 million, respectively, to
increase the carrying value to the redemption value and a corresponding reduction to Profit employed in the business. As Cat
Japan's functional currency is the Japanese yen, changes in exchange rates affect the reported amount of the redeemable
noncontrolling interest. At March 31, 2010, the redeemable noncontrolling interest was $452 million.
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17. Fair Value Measurements

A

Fair value measurements

The guidance on fair value measurements defines fair value as the exchange price that would be received for an asset or paid to
transfer a liability (an exit price) in the principal or most advantageous market for the asset or liability in an orderly transaction
between market participants. This guidance also specifies a fair value hierarchy based upon the observability of inputs used in
valuation techniques. Observable inputs (highest level) reflect market data obtained from independent sources, while unobservable
inputs (lowest level) reflect internally developed market assumptions. In accordance with this guidance, fair value measurements are
classified under the following hierarchy:

= Level 1 - Quoted prices for identical instruments in active markets.

=  Level 2 - Quoted prices for similar instruments in active markets; quoted prices for identical or similar instruments in markets
that are not active; and model-derived valuations in which all significant inputs or significant value-drivers are observable in
active markets.

=  Level 3-Model-derived valuations in which one or more significant inputs or significant value-drivers are unobservable.

When available, we use quoted market prices to determine fair value, and we classify such measurements within Level 1. In some
cases where market prices are not available, we make use of observable market based inputs to calculate fair value, in which case
the measurements are classified within Level 2. If quoted or observable market prices are not available, fair value is based upon
internally developed models that use, where possible, current market-based parameters such as interest rates, yield curves and
currency rates. These measurements are classified within Level 3.

Fair value measurements are classified according to the lowest level input or value-driver that is significant to the valuation. A
measurement may therefore be classified within Level 3 even though there may be significant inputs that are readily observable.

The guidance on fair value measurements expanded the definition of fair value to include the consideration of nonperformance risk.
Nonperformance risk refers to the risk that an obligation (either by a counterparty or Caterpillar) will not be fulfilled. For our financial
assets traded in an active market (Level 1 and certain Level 2), the nonperformance risk is included in the market price. For certain
other financial assets and liabilities (Level 2 and 3), our fair value calculations have been adjusted accordingly.

Available-for-sale securities

Our available-for-sale securities, primarily at Cat Insurance, include a mix of equity and debt instruments (see Note 8 for additional
information). Fair values for our U.S. treasury bonds and equity securities are based upon valuations for identical instruments in
active markets. Fair values for other government bonds, corporate bonds and mortgage-backed debt securities are based upon
models that take into consideration such market-based factors as recent sales, risk-free yield curves and prices of similarly rated
bonds.

Derivative financial instruments

The fair value of interest rate swap derivatives is primarily based on models that utilize the appropriate market-based forward swap
curves and zero-coupon interest rates to determine discounted cash flows. The fair value of foreign currency and commodity
forward and option contracts is based on a valuation model that discounts cash flows resulting from the differential between the
contract price and the market-based forward rate.

Securitized retained interests

The fair value of securitized retained interests is based upon a valuation model that calculates the present value of future expected
cash flows using key assumptions for credit losses, prepayment rates and discount rates. These assumptions are based on our
historical experience, market trends and anticipated performance relative to the particular assets securitized.

Guarantees

The fair value of guarantees is based upon the premium we would require to issue the same guarantee in a stand-alone arms-length
transaction with an unrelated party. If quoted or observable market prices are not available, fair value is based upon internally
developed models that utilize current market-based assumptions.

Assets and liabilities measured at fair value, primarily related to Financial Products, included in our Consolidated Statement of
Financial Position as of March 31, 2010 and December 31, 2009 are summarized below:;
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(Millions of dollars)

March 31, 2010

Total

Assets / Liabilities,

Level 1 Level 2 Level 3 at Fair Value
Assets
Available-for-sale securities
Government debt
U.S. treasury bonds ........cccoevvvvinieen. $ 14 $ — $ — 14
Other U.S. and non-U.S. government
DONAS.....cvoirce e — 71 — 71
Corporate bonds
Corporate bonds ........ccceveveerierreinienns — 486 — 486
Asset-backed SECUNIES ........ccvvrivreenee. — 139 — 139
Mortgage-backed debt securities
U.S. governmental agency mortgage-
backed SeCUrities ......c..ccocevvrreererinenns — 291 — 291
Residential mortgage-backed securities — 49 — 49
Commercial mortgage-backed
SECUNEIES w.vvrrvevrerceeisseees e — 167 — 167
Equity securities
Large capitalization value.................c.... 103 — — 103
Smaller company growth............cccce..... 26 — — 26
Total available-for-sale securities.................. 143 1,203 — 1,346
Derivative financial instruments, net................ — 224 — 224
TOtAl ASSEES ... $ 143 $ 1,427 $ — 1,570
Liabilities
GUATANTEES ... $ — $ — $ 19 19
Total Liabilities .......veeereereerrrienereeeeines $ — $ — $ 19 19
(Millions of dollars) December 31, 2009
Total
Assets / Liabilities,
Level 1 Level 2 Level 3 at Fair Value
Assets
Available-for-sale securities
Government debt
U.S. treasury bonds........ccccoerervenienen. $ 14 $ — $ — $ 14
Other U.S. and non-U.S. government
DONAS ... — 65 — 65
Corporate bonds
Corporate bonds.........cccveveererrerniennnns — 475 — 475
Asset-backed securities — 134 — 134
Mortgage-backed debt securities
U.S. governmental agency mortgage-
backed SECUNES ..o, — 308 — 308
Residential mortgage-backed securities — 51 — 51
Commercial mortgage-backed securities — 162 — 162
Equity securities
Large capitalization value..............cc.c.... 89 — — 89
Smaller company growth ............cccoee.e.. 24 — — 24
Total available-for-sale securities.................. 127 1,195 — 1,322
Derivative financial instruments, net ............... — 236 — 236
Securitized retained interests..........cooveevieenn — — 102 102
TOtal ASSELS.....vvriceieiersese s $ 127 $ 1,431 $ 102 $ 1,660
Liabilities
GUAIANEEES......vvcerirereessirieese e essessenes — $ — $ 17 $ 17
Total Liabilities — $ — $ 17 $ 17
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Below are roll-forwards of assets and liabilities measured at fair value using Level 3 inputs for the three months ended March 31,
2010 and 2009. These instruments, primarily related to Cat Financial, were valued using pricing models that, in management's
judgment, reflect the assumptions a marketplace participant would use.

Securitized Retained

(Millions of dollars) Interests Guarantees
Balance at December 31, 2009........ccccovvviieeereie i $ 102 $ 17
Adjustment to adopt accounting for variable-interest entities....... (202) —
[SSUANCE O UAIANTEES........vceerecieriei s — 2
Balance at March 31, 2010 .........ccociviieiveiseeee s $ — $ 19
Balance at December 31, 2008.........c.cooiveieiisieee s $ 52 $ 14
Gains or losses included in earnings (realized / unrealized)........ (21) —
Changes in Accumulated other comprehensive income (loss) .... 7 —
Purchases, issuances, and Settlements.........c..ccoveevenenierienneen, 6 1
Balance at March 31, 2009 .........cccceiiiveviiieeee s $ 44 $ 15

The amount of unrealized losses on securitized retained interests included in earnings for the three months ended March 31, 2009
related to assets still held at March 31, 2009 was $21 million. These losses were reported in Revenues of Financial Products in
the Consolidated Statement of Results of Operations.

In addition to the amounts above, we had impaired loans of $255 million and $208 million as of March 31, 2010 and December 31,
2009, respectively. A loan is considered impaired when management determines that collection of contractual amounts due is not
probable. In these cases, an allowance for loan losses is established based primarily on the fair value of associated collateral. As
the collateral's fair value is based on observable market prices and/or current appraised values, the impaired loans are classified
as Level 2 measurements.

Fair values of financial instruments

In addition to the methods and assumptions we use to record the fair value of financial instruments as discussed in the Fair value
measurements section above, we used the following methods and assumptions to estimate the fair value of our financial
instruments.

Cash and short-term investments
Carrying amount approximated fair value.

Restricted cash and short-term investments
Carrying amount approximated fair value. Restricted cash and short-term investments are included in Prepaid expenses and other
current assets in the Consolidated Statement of Financial Position.

Finance receivables
Fair value was estimated by discounting the future cash flows using current rates, representative of receivables with similar
remaining maturities.

Wholesale inventory receivables
Fair value was estimated by discounting the future cash flows using current rates, representative of receivables with similar
remaining maturities.

Short-term borrowings
Carrying amount approximated fair value.

Long-term debt
Fair value for Machinery and Engines fixed rate debt was estimated based on quoted market prices. For Financial Products, fixed

and floating rate debt was estimated based on quoted market prices. Commercial paper carrying amounts approximated fair
value. For deposit obligations, carrying value approximated fair value.

Please refer to the table below for the fair values of our financial instruments.
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18.

Fair Values of Financial Instruments

March 31, December 31,
2010 2009
Carrying Fair Carrying Fair

(Millions of dollars) Amount Value Amount Value Reference
Asset (liability)
Cash and short-term investments...........ccccovvvinien, $ 3538 $ 3,538 $ 4,867 $ 4,867
Restricted cash and short-term investments.............. 151 151 37 37
Available-for-sale SECUNIES ..o 1,346 1,346 1,322 1,322 Note 8
Finance receivables—net (excluding

fiNANCE 188SESY)......vvuveuereieeieeeeeins 13,133 12,670 13,077 12,604
Wholesale inventory receivables—net

(excluding finance leases?) 532 508 660 628
Short-term DOMOWINGS .......cc.vvvvvverveerereeeeeins (3,580) (3,580) (4,083) (4,083)
Long-term debt (including amounts due

within one year)

Machinery and ENgines ...........ccovvvvenernerreerernennn, (5,383) (6,048) (5,954) (6,674)

Financial Products ...........c.coce.. (21,207) (22,125) (21,594) (22,367)
Foreign currency Contracts—net .........c.cocvevvevevenennn, 107 107 192 192 Note 4
Interest rate SWapPS—Net.........cocvvvininiiiiiesiininnn: 104 104 34 34 Note 4
Commaodity contracts—net 13 13 10 10 Note 4
Securitized retained iNtErests ..........coovvrevveeivinnns — — 102 102 Note 15
GUATANEEES ... (19) (19) 17 1 Note 10

1 Total excluded items have a net carrying value at March 31, 2010 and December 31, 2009 of $7,394 million and $7,780 million, respectively.

Employee separation charges

In 2009, we reported employee separation charges of $481 million in Other operating (income) expenses in the Consolidated
Statement of Results of Operations related to various voluntary and involuntary separation programs. These programs were in
response to a sharp decline in sales volume due to the global recession.

Our accounting for separations is dependent upon how the particular program is designed. For voluntary programs, eligible
separation costs are recognized at the time of employee acceptance. For involuntary programs, eligible costs are recognized
when management has approved the program, the affected employees have been properly identified and the costs are estimable.

The following table summarizes the 2009 separation charges and subsequent 2010 activity by geographic region:

Machinery and Engines

North Latin Asia Financial

(Millions of dollars) America  America EAME Pacific ~ Products Total

Liability balance at December 31, 2008..........ccccocoreererreirernnens $ 4 $ 2 % 5 — 3 — 11
2009 Separation Charges? .........cveeeeremeeneereereeersssssssseneens $ 323 3% 5 $ 102 3 31 $ 10 $ 481
2009 Benefit payments and other adjustments ................c...... (313) (17 (78) (25) (10 (443)
Liability balance at December 31, 2009...........cccovvrrerrerrernennens $ 14 3 — 3 29 % 6 % — 3 49
2010 Benefit payments and other adjustments ..........c..cc....... $ 8 $ - 3 8 $ 6 $ — % (22
Liability balance at March 31, 2010 $ 6 $ — 3 21 $ — 3 -  $ 27

1 Includes $8 million for North America and $2 million for EAME.
2Includes $357 million recognized in the first quarter of 2009.

The remaining liability balances as of March 31, 2010 represent costs for employees that have either not yet separated from the
Company or their full severance has not yet been paid. The majority of these remaining costs are expected to be paid during 2010.

In addition to the 2009 separation charges noted above, we reported $225 million ($201 million in the first quarter) of costs
associated with certain pension and other postretirement benefit plans, which were also recognized in Other operating (income)
expenses in the Consolidated Statement of Results of Operations. See Note 9 for additional information.

The majority of the separation charges, made up primarily of cash severance payments, and pension and other postretirement

benefit costs noted above were not assigned to operating segments. They are included in the reconciliation of total accountable
profit from reportable segments to total profit before taxes. See Note 14 for additional details surrounding this reconciliation.
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19.

Business combinations

GE Transportation’s Inspection Products Business

In March 2010, we acquired the Inspection Products business from GE Transportation’s Intelligent Control Systems division for
approximately $45 million. The acquired business has operations located primarily in the United States, Germany and Italy that
design, manufacture and sell hot wheel and hot box detectors, data acquisition systems, draggers and other related inspection
products for the global freight and passenger rail industries. The acquisition supports our strategic initiative to expand the scope
and product range of our rail signaling business and will provide a foundation for global expansion.

The transaction was financed with available cash. Tangible assets acquired of $12 million and liabilities assumed of $9 million
were recorded at their fair values. Finite-lived intangible assets acquired of $28 million related to customer relationships and
intellectual property are being amortized on a straight-line basis over a weighted-average amortization period of approximately 13
years. Goodwill of $14 million, approximately $8 million of which is deductible for income tax purposes, represents the excess cost
over the fair value of the net tangible and finite-lived intangible assets acquired. These values represent a preliminary allocation of
the purchase price subject to finalization of post-closing procedures. The results of the acquired business for the period from the
acquisition date are included in the accompanying consolidated financial statements and are reported in the “All Other” category in
Note 14. Assuming this transaction had been made at the beginning of any period presented, the consolidated pro forma results
would not be materially different from reported results.

JCS Company, Ltd.

In March 2010, we acquired 100 percent of the equity in privately held JCS Company Ltd. (JCS) for approximately $34 million,
consisting of $32 million paid at closing with an additional $2 million post-closing adjustment to be paid during the second quarter
2010. Based in Pyongtaek, South Korea, JCS is a leading manufacturer of centrifugally cast metal face seals used in many of the
idlers and rollers contained in our undercarriage components. JCS is also a large supplier of seals to external customers in Asia
and presents the opportunity to expand our customer base. The purchase of this business provides Caterpillar access to
proprietary technology and expertise which we will be able to replicate across our own seal production processes.

The transaction was financed with available cash. Tangible assets acquired of $22 million and liabilities assumed of $8 million
were recorded at their fair values. Finite-lived intangible assets acquired of $12 million related to intellectual property and customer
relationships are being amortized on a straight-line basis over a weighted-average amortization period of approximately 9 years.
Goodwill of $8 million, non-deductible for income tax purposes, represents the excess of cost over the fair value of net tangible and
finite-lived intangible assets acquired. These values represent a preliminary allocation of the purchase price subject to finalization
of post-closing procedures. The results of the acquired business for the period from the acquisition date are included in the
accompanying consolidated financial statements and reported in the “Core Components” segment in Note 14. Assuming this
transaction had been made at the beginning of any period presented, the consolidated pro forma results would not be materially
different from reported results.
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations
Overview

We reported a first-quarter 2010 profit of $0.36 per share, up $0.55 per share from a loss of $0.19 per share in the first quarter of 2009.
Excluding a tax charge of $90 million related to the recently signed U.S. health care legislation, profit in the first quarter of 2010 was
$0.50 per share. The loss of $0.19 per share in the first quarter of 2009 included $558 million of employee redundancy costs.
Excluding redundancy costs, profit in the first quarter of 2009 was $0.39 per share. First-quarter sales and revenues of $8.238 billion
were down from $9.225 billion in the first quarter of 2009.

Economic conditions are improving, particularly in the world's developing economies. Overall industry activity and orders are higher than
in 2009, and as a result, we are ramping up production to meet increasing demand from customers. We are seeing increased order
activity related to mining and energy, which should be positive for our U.S. exports as the year unfolds.

First-quarter 2010 profit was $233 million compared with a loss of $112 million in the first quarter of 2009. The improvement in profit was
a result of lower manufacturing costs, the absence of redundancy costs and favorable price realization. The improvements were
partially offset by the impact of lower sales volume and higher taxes, including the $90 million charge related to the recently signed U.S.
health care legislation.

Highlights for first quarter of 2010 include:

= First-quarter sales and revenues of $8.238 billion were 11 percent lower than the first quarter of 2009.

= Machinery sales decreased 1 percent, Engines sales were down 28 percent, and Financial Products revenues declined 4
percent from a year ago.

= Manufacturing costs were $566 million favorable compared with the first quarter of 2009. Labor and overhead, warranty and
material costs all improved.

= First-quarter profit includes a $90 million tax charge, or $0.14 per share, related to the recently enacted U.S. health care legislation.
= Redundancy costs were $558 million before tax or $0.58 per share in the first quarter of 2009.

= Machinery and Engines operating cash flow was positive $921 million in the first quarter of 2010 compared with negative $320
million in the first quarter of 2009.

= Machinery and Engines debt-to-capital ratio was 45.2 percent at the end of the first quarter of 2010, compared to 59.7 percent at
the end of the first quarter of 2009, and 47.2 percent at year-end 2009.

Outlook

We have increased our outlook for 2010 by raising the sales and revenues range and profit expectations. For sales and revenues, the
revised 2010 range is $38 to $42 billion. The revised 2010 profit outlook is a range of $2.50 to $3.25 per share.

One of the main factors contributing to our revised outlook is improving expectations for growth in Asia/Pacific and Latin America and
the expected continued improvement in mining and energy globally.

We are increasing production schedules to meet the expected increases in sales demand throughout 2010. In order to achieve our
revised sales and revenues range and profit expectations, we will need to maintain tight cost management and efficiently deploy the
Caterpillar Production System using 6 Sigma to ramp up production and continue preparations for Environmental Protection Agency
(EPA) Tier 4 emission requirements.

Note:
- Glossary of terms is included on pages 42-44; first occurrence of terms shown in bold italics.
- Information on non-GAAP financial measures, including the treatment of the U.S. health care legislation tax charge and redundancy costs, is included on pages 52-53.
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Consolidated Results of Operations

THREE MONTHS ENDED MARCH 31, 2010 COMPARED WITH THREE MONTHS ENDED MARCH 31, 2009

SALES AND REVENUES

Consolidated Sales and Revenues Comparison

First Quarter 2010 vs. First Quarter 2009
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The chart above graphically illustrates reasons for the change in Consolidated Sales and Revenues between first quarter 2009 (at left) and first quarter 2010 (at right).
Items favorably impacting sales and revenues appear as upward stair steps with the corresponding dollar amounts above each bar, while items negatively impacting sales
and revenues appear as downward stair steps with dollar amounts reflected in parentheses above each bar. Caterpillar management utilizes these charts internally to
visually communicate with the company’s Board of Directors and employees.

Sales and revenues for the first quarter of 2010 were $8.238 billion, down $987 million, or 11 percent, from the first quarter of 2009.
Engines sales volume was down $978 million, and Machinery volume declined $295 million. Price realization improved $172 million, and
currency had a positive impact on sales of $142 million, primarily due to a stronger euro and Brazilian real. In addition, Financial
Products revenues decreased $28 million.

Our integrated service businesses tend to be more stable through the business cycle than new machines and engines. First-quarter
sales and revenues for these businesses were higher compared to the prior period. Integrated service businesses represented about 47
percent of total company sales and revenues in the first quarter of 2010, up from about 40 percent in the first quarter of 2009.

Sales and Revenues by Geographic Region

% North % Latin % % Asia/ %
(Millions of dollars) Total Change  America Change  America Change EAME  Change  Pacific Change
First Quarter 2010

Machinery $ 5262 L)% $ 1890 (5% $ 741 7% $ 984  (22)% $ 1647 40 %
Enginest 2289 (28)% 755 (28)% 196 (26) % 818  (34)% 520 (15)%
Financial Products? 687 @)% 402 (10)% 73 35 % 115 @)% 97 1%
$ 8238 (11)% 3 3047 (18)% $ 1,010 — $ 1917 (21)% $ 2264 20 %
First Quarter 2009
Machinery 3 5,342 $ 2,216 $ 690 $ 1,258 $ 1,178
Enginest 3,168 1,053 266 1,235 614
Financial Products? 715 445 54 120 96
$ 9225 $ 3,714 $ 1,010 $ 2,613 $ 1,888

1 Does not include internal engines transfers of $501 million and $436 million in first quarter 2010 and 2009, respectively. Internal engines transfers
are valued at prices comparable to those for unrelated parties.
2 Does not include internal revenues earned from Machinery and Engines of $59 million and $81 million in first quarter 2010 and 2009, respectively.
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Machinery Sales - Sales were $5.262 billion, a decrease of $80 million, or 1 percent, from the first quarter of 2009.

Sales volume declined $295 million.

Price realization increased $115 million.

Currency increased sales by $100 million.

Geographic mix between regions (included in price realization) was $27 million unfavorable.

The volume decline was the smallest since the worldwide recession started in the fourth quarter of 2008. Year-over-year volume
comparisons have steadily improved since third quarter 2009.

Dealer-reported inventories were about flat with year-end 2009. During the first quarter of 2009, dealers reduced inventories about
$300 million. Inventories in months of supply ended the quarter lower than last year and were below the historical average.

Most economies are in recovery, and activity in key industries generally showed improvement from a year earlier. However, the
recovery in worldwide dealer-reported deliveries was not sufficiently advanced to show a gain against the year-earlier quarter.

Sales volume increased in the developing regions as a result of gains in Asia/Pacific. Most developing economies recovered
quickly as both governments and central banks addressed deteriorating economies with effective policy changes.

Sales volume declined in the developed economies. Most of these economies were in recession by early 2008, and unprecedented
economic policy changes have not yet led to rapid improvements in most key industries. As a result, deliveries to end users are
recovering slowly.

North America - Sales decreased $326 million, or 15 percent.

Sales volume decreased $361 million.
Price realization increased $34 million.
Currency increased sales by $1 million.

Dealer inventories were about half of the year-earlier level. As a result, months of supply ended the quarter well below a year
earlier and in line with the historical average.

Dealers reduced reported inventories during the first quarter of 2010, compared with increases during the first quarter of 2009.
These changes in dealer inventories contributed to lower sales volume.

Dealers reported modest improvements in monthly delivery rates since September 2009; however, deliveries during the quarter
were below year-earlier amounts. Some industries have shown improvement, especially in Canada, but long, severe declines in
activity have left users cautious about increasing machine purchases.

The U.S. housing industry showed scattered signs of improvement with starts up 17 percent from a postwar low in 2009 and new
home sales increased 6 percent. The Canadian housing industry rebounded vigorously, with starts up 48 percent from the first
quarter of 2009.

U.S. nonresidential building contracting dropped 16 percent from a year earlier. Commercial and industrial contracting dropped 42
percent due to extended property price declines and low industrial capacity utilization.

Highway contracting was up 36 percent. Positives were increased funding from the U.S. government's recovery program and the
extension of existing highway legislation through the end of this year.

Modest improvements in construction led to a 3-percent increase in U.S. nonmetals mining and quarry production. Canadian
producers increased quarrying output 3 percent.

Metals prices were substantially higher than last year, causing U.S. metals mines to begin reversing last year's production cuts.
However, production during the quarter was still down 4 percent.

Central Appalachian coal prices averaged almost $59 per ton during the quarter, a price high enough to encourage more
production. However, U.S. coal production declined 6 percent due to problems in securing new mine permits. In contrast,
Canadian coal production grew 22 percent in the early months of the quarter.

Latin America - Sales increased $51 million, or 7 percent.

Sales volume decreased $26 million.
Price realization increased $37 million.
Currency increased sales by $40 million.

Dealers reported additions to their inventories this year, in contrast to a significant decline in the first quarter of 2009. This change,
taken to prepare for a better economic environment, contributed positively to volume.
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Dealer-reported inventories ended the quarter well below last year in both dollars and months of supply. Months of supply were well
below the historical average.

Despite improving economic conditions in the region, deliveries to end users declined compared to the first quarter of 2009. The
decline was primarily in the mining industry as deliveries remained very strong during the first quarter of last year.

EAME - Sales decreased $274 million, or 22 percent.

Sales volume declined $291 million.
Price realization decreased $23 million.
Currency increased sales by $40 million.

Dealer-reported inventories remained about flat during both the first quarter of 2009 and the first quarter of 2010. However, dealer
inventories in the first quarter of 2010 were about half the level of the first quarter of 2009. Months of supply remained slightly
above the historical average.

Dealers in both Europe and Africa/Middle East reported lower deliveries to end users. The European economy has had a weak
economic recovery, and South Africa accounted for most of the decline in Africa/Middle East.

The euro-zone, particularly Germany, accounted for most of the decline in European deliveries due to weakness in construction.
Reported deliveries in the United Kingdom, where home prices increased, were almost even with last year.

The decline in South Africa resulted from sharp declines in construction, with nonresidential permits down 32 percent in the first two
months of 2010. End-user demand in several oil producing countries improved in response to higher oil production, more drilling
and an 80-percent increase in prices.

End-user demand in the Commonwealth of Independent States (CIS), as reported by dealers, increased. Contributing factors were
higher metals prices and a 6-percent increase in Russian mine production. Regional oil production expanded 4 percent, and Russia
increased natural gas output by 18 percent.

Asia/Pacific — Sales increased $469 million, or 40 percent.

Sales volume increased $356 million.
Price realization increased $94 million.
Currency increased sales by $19 million.

Dealers reported higher inventories compared with year-end 2009. In the first quarter of 2009, dealers reduced inventories. These
changes in dealer inventories contributed to higher sales volume. Inventories were well below a year ago in both dollars and
months of supply. Months of supply were below the historical average.

Asian economies, particularly China and India, were the quickest to recover from the worldwide recession. Better economic
conditions enabled dealers to report higher deliveries to end users than the first quarter of 2009.

China accounted for most of the increase in sales as reported deliveries reached a record high. The government’s stimulus
program and a 26-percent increase in lending led to a 33-percent increase in both residential and nonresidential construction.

India’s record-low interest rates contributed to industrial production rising nearly 16 percent, leading to a large increase in sales.

Sales increased slightly in Australia. Residential construction improved, and higher metals and coal prices caused mines to
increase output.

Engines Sales — Sales were $2.289 hillion, a decrease of $879 million, or 28 percent, from the first quarter of 2009.

Sales volume decreased $978 million.

Price realization increased $57 million.

Currency increased sales by $42 million.

Geographic mix between regions (included in price realization) was $1 million favorable.

Dealer-reported inventories were down, and months of supply were flat, as dealer deliveries declined.

North America — Sales decreased $298 million, or 28 percent.

Sales volume decreased $313 million.
Price realization increased $14 million.
Currency increased sales by $1 million.
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= Sales for petroleum applications decreased 54 percent primarily due to a decrease in sales of engines used for gas compression
and drilling as well as lower turbine sales.

=  Sales for both reciprocating engines and turbines for electric power applications decreased 40 percent due to weak economic
conditions.

= Sales for industrial applications decreased 18 percent based on substantially lower demand in construction and agricultural
applications.

Latin America - Sales decreased $70 million, or 26 percent.

= Sales volume decreased $76 million.

= Price realization increased $2 million.

= Currency increased sales by $4 million.

= Sales for petroleum applications decreased 48 percent due to lower turbine sales and a slowdown in demand for production power
applications.

= Sales of electric power applications increased 9 percent due to modest industry demand improvement compared with a very weak
first quarter in 2009.

EAME - Sales decreased $417 million, or 34 percent.

=  Sales volume decreased $469 million.

= Price realization increased $21 million.

= Currency increased sales by $31 million.

= Sales for electric power applications decreased 37 percent due to weak economic conditions, dealer efforts to reduce inventory and
lower turbine sales.

= Sales for petroleum applications decreased 43 percent primarily due to a slowdown in demand for engines used in production
applications and land-based drilling as well as lower turbine sales.

=  Sales for marine applications decreased 31 percent due to weak economic conditions.

= Sales for industrial applications decreased 15 percent due to lower demand in construction and agricultural applications.

Asia/Pacific — Sales decreased $94 million, or 15 percent.

= Sales volume decreased $119 million.

= Price realization increased $19 million.

= Currency increased sales by $6 million.

= Sales for petroleum applications decreased 20 percent primarily due to lower turbine sales.

= Sales for electric power applications decreased 25 percent primarily due to reduced demand throughout the region and fewer
projects in India, Australia and New Zealand.

=  Sales for marine applications decreased 16 percent due to weak industry demand, partially offset by strong sales for workboat and
general cargo vessels.

= Sales for industrial applications increased 60 percent primarily due to increased demand from Original Equipment Manufacturers
(OEMSs).

Financial Products Revenues - Revenues were $687 million, a decrease of $28 million, or 4 percent, from the first quarter of 2009.

= Revenues decreased $53 million due to a decrease in average earning assets, partially offset by an increase of $16 million due to
the favorable impact of higher interest rates on new and existing finance receivables.

=  Other revenues at Cat Financial increased $6 million. The increase was due to the absence of a $22 million write-down on retained
interests related to the securitized asset portfolio in the first quarter of 2009, partially offset by a $6 million unfavorable impact from
returned and repossessed equipment and various other revenue items.
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OPERATING PROFIT (LOSS)

Consolidated Operating Profit Comparison
First Quarter 2010 vs. First Quarter 2009
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The chart above graphically illustrates reasons for the change in Consolidated Operating Profit between first quarter 2009 (at left) and first quarter 2010 (at right). Items
favorably impacting operating profit appear as upward stair steps with the corresponding dollar amounts above each bar, while items negatively impacting operating profit
appear as downward stair steps with dollar amounts reflected in parentheses above each bar. Caterpillar management utilizes these charts internally to visually
communicate with the company's Board of Directors and employees. The bar entitled Other/M&E Redundancy includes the operating profit impact of consolidating
adjustments and Machinery and Engines other operating (income) expenses, which include Machinery and Engines redundancy costs.

Operating profit in the first quarter of 2010 was $508 million compared to an operating loss of $175 million in the first quarter of 2009.
The improvement was primarily the result of lower manufacturing costs, absence of redundancy costs and better price realization. The
improvements were partially offset by lower sales volume, which includes the impact of an unfavorable mix of products.

Manufacturing costs improved $566 million primarily due to lower labor and overhead, warranty and material costs.

Currency had a $38 million negative impact on operating profit as the negative impact on costs more than offset the benefit to sales.

Selling, general and administrative (SG&A) and research and development (R&D) expenses increased by $29 million primarily due to
provisions related to incentive pay, partially offset by the impact of cost-cutting measures over the past year.

Redundancy costs were $558 million in the first quarter of 2009.

Operating Profit (Loss) by Principal Line of Business

First Quarter First Quarter $ %
(Millions of dollars) 2010 2009 Change Change
MaChiNEryYL ......covvvireierereressee e $ 194 $ (508) $ 702 —
ENQINESL ...ovvviiieiersessesss e 264 297 (33) (11)%
Financial Products..........cccoeivieenncsneennnns 97 99 2 (2%
Consolidating Adjustments............ccereeerrennn. (47 (63) 16
Consolidated Operating Profit (L0SS) ............ $ 508 $ (175) $ 683 —

1 Caterpillar operations are highly integrated; therefore, the company uses a number of allocations to determine lines of business operating profit for
Machinery and Engines.

Operating Profit /Loss by Principal Line of Business

= Machinery operating profit was $194 million compared to an operating loss of $508 million in the first quarter of 2009. Positive
factors included lower manufacturing costs, the absence of 2009 redundancy costs of $355 million and improved price realization.
These improvements were partially offset by lower sales volume, including significantly unfavorable product mix.
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Engines operating profit of $264 million was down $33 million, or 11 percent, from the first quarter of 2009. Significantly lower sales
volume was partially offset by the absence of 2009 redundancy costs of $193 million, lower manufacturing costs and improved price
realization.

Financial Products operating profit of $97 million was down $2 million from the first quarter of 2009. Negative factors included a $25
million unfavorable impact from lower average earning assets and a $10 million increase in the provision for credit losses at Cat
Financial. Positive factors included the absence of a $22 million write-down on retained interests related to the securitized asset
portfolio in the first quarter of 2009 and a $19 million favorable impact from increased net yield on average earning assets.

Other Profit/Loss Items

Interest expense excluding Financial Products increased $1 million from the first quarter of 2009.
Other income/expense was income of $63 million compared with income of $64 million in the first quarter of 2009.

The benefit for income taxes in the first quarter of 2010 reflects an estimated annual effective tax rate of 30 percent, excluding
the discrete charge discussed below, compared to a discrete period effective tax rate of 37.5 percent for first quarter 2009. The
2010 estimated annual tax rate is expected to be less than the U.S. tax rate of 35 percent primarily due to profits in tax jurisdictions
with rates lower than the U.S. rate. The 2010 estimated annual tax rate is based on current tax law and therefore does not include
the U.S. research and development tax credit and other benefits that have not been extended past 2009. A discrete calculation was
used to report the 2009 first quarter tax benefit rather than an estimated annual tax rate as the estimated range of annual
profit/(loss) before tax produced significant variability and made it difficult to reasonably estimate the 2009 annual effective tax rate.

The provision for income taxes for 2010 also includes a deferred tax charge of $90 million due to the enactment of U.S. health care
legislation effectively making government subsidies received for Medicare-equivalent prescription drug coverage taxable. Guidance
on accounting for income taxes requires that the tax effects of changes in laws be reflected in the financial statements in the period
in which the legislation is enacted regardless of the effective date. Deferred tax assets had previously been recorded based on the
liability for other postretirement benefits without regard to the tax-free subsidy. As a result of the law change, deferred tax assets
were reduced to reflect the expected future income tax on the subsidy. Beginning in 2013, a cash tax cost will be incurred when the
subsidies received increase taxable income.

Equity in profit (loss) of unconsolidated affiliated companies was a loss of $2 million compared with profit of $1 million in the
first quarter of 2009.

Profit (loss) attributable to noncontrolling interests negatively impacted profit by $22 million from the first quarter of 2009,
primarily due to improved financial performance of Caterpillar Japan Ltd. (Cat Japan). We own two-thirds of Cat Japan which
means one-third of its profits or losses are attributable to our partner, Mitsubishi Heavy Industries (MHI). As Cat Japan's losses
were less in the first quarter of 2010 than in the first quarter of 2009, a lower amount of losses was attributed to MHI and added
back to profit of consolidated companies in the first quarter of 2010 than the first quarter of 2009.

GLOSSARY OF TERMS

1.

Caterpillar Japan Ltd. (Cat Japan) — A Caterpillar subsidiary formerly known as Shin Caterpillar Mitsubishi Ltd. (SCM). SCM
was a 50/50 joint venture between Caterpillar and Mitsubishi Heavy Industries Ltd. (MHI) until SCM redeemed one half of MHI's
shares on August 1, 2008. Caterpillar now owns 67 percent of the renamed entity. We began consolidating Cat Japan in the
fourth quarter of 2008.

Caterpillar Production System - The Caterpillar Production System is the common Order-to-Delivery process being
implemented enterprise-wide to achieve our safety, quality, velocity, earnings and growth goals for 2010 and beyond.

Consolidating Adjustments — Eliminations of transactions between Machinery and Engines and Financial Products.

Currency — With respect to sales and revenues, currency represents the translation impact on sales resulting from changes in
foreign currency exchange rates versus the U.S. dollar. With respect to operating profit, currency represents the net translation
impact on sales and operating costs resulting from changes in foreign currency exchange rates versus the U.S. dollar. Currency
includes the impact on sales and operating profit for the Machinery and Engines lines of business only; currency impacts on
Financial Products revenues and operating profit are included in the Financial Products portions of the respective analyses. With
respect to other income/expense, currency represents the effects of forward and option contracts entered into by the company to
reduce the risk of fluctuations in exchange rates and the net effect of changes in foreign currency exchange rates on our foreign
currency assets and liabilities for consolidated results.
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10.

11.

12.

13.

14.

15.

16.

17.

18.

Debt-to-Capital Ratio — A key measure of financial strength used by both management and our credit rating agencies. The
metric is a ratio of Machinery and Engines debt (short-term borrowings plus long-term debt) and redeemable noncontrolling
interest to the sum of Machinery and Engines debt, redeemable noncontrolling interest and stockholders' equity.

EAME - Geographic region including Europe, Africa, the Middle East and the Commonwealth of Independent States (CIS).

Earning Assets — Assets consisting primarily of total finance receivables net of unearned income, plus equipment on operating
leases, less accumulated depreciation at Cat Financial.

Engines — A principal line of business including the design, manufacture, marketing and sales of engines for Caterpillar
machinery; electric power generation systems; locomotives; marine, petroleum, construction, industrial, agricultural and other
applications and related parts. Also includes remanufacturing of Caterpillar engines and a variety of Caterpillar machinery and
engine components and remanufacturing services for other companies. Reciprocating engines meet power needs ranging from
10 to 21,800 horsepower (8 to more than 16 000 kilowatts). Turbines range from 1,600 to 30,000 horsepower (1 200 to 22 000
kilowatts).

Financial Products — A principal line of business consisting primarily of Caterpillar Financial Services Corporation (Cat
Financial), Caterpillar Insurance Holdings, Inc. (Cat Insurance) and their respective subsidiaries. Cat Financial provides a wide
range of financing alternatives to customers and dealers for Caterpillar machinery and engines, Solar gas turbines as well as
other equipment and marine vessels. Cat Financial also extends loans to customers and dealers. Cat Insurance provides
various forms of insurance to customers and dealers to help support the purchase and lease of our equipment.

Integrated Service Businesses — A service business or a business containing an important service component. These
businesses include, but are not limited to, aftermarket parts, Cat Financial, Cat Insurance, Cat Logistics, Cat Reman, Progress
Rail, OEM Solutions and Solar Turbine Customer Services.

Latin America - Geographic region including Central and South American countries and Mexico.

Machinery — A principal line of business which includes the design, manufacture, marketing and sales of construction, mining
and forestry machinery—track and wheel tractors, track and wheel loaders, pipelayers, motor graders, wheel tractor-scrapers,
track and wheel excavators, backhoe loaders, log skidders, log loaders, off-highway trucks, articulated trucks, paving products,
skid steer loaders, underground mining equipment, tunnel boring equipment and related parts. Also includes logistics services for
other companies and the design, manufacture, remanufacture, maintenance and services of rail-related products.

Machinery and Engines (M&E) — Due to the highly integrated nature of operations, it represents the aggregate total of the
Machinery and Engines lines of business and includes primarily our manufacturing, marketing and parts distribution operations.

Machinery and Engines Other Operating (Income) Expenses — Comprised primarily of gains/losses on disposal of long-lived
assets, long-lived asset impairment charges and employee redundancy costs.

Manufacturing Costs — Manufacturing costs exclude the impacts of currency and represent the volume-adjusted change for
variable costs and the absolute dollar change for period manufacturing costs. Variable manufacturing costs are defined as
having a direct relationship with the volume of production. This includes material costs, direct labor and other costs that vary
directly with production volume such as freight, power to operate machines and supplies that are consumed in the manufacturing
process. Period manufacturing costs support production but are defined as generally not having a direct relationship to short-
term changes in volume. Examples include machinery and equipment repair, depreciation on manufacturing assets, facility
support, procurement, factory scheduling, manufacturing planning and operations management.

Price Realization — The impact of net price changes excluding currency and new product introductions. Consolidated price
realization includes the impact of changes in the relative weighting of sales between geographic regions.

Redundancy Costs — Costs related to employment reduction including employee severance charges, pension and other
postretirement benefit plan curtailments and settlements and health care and supplemental unemployment benefits.

Sales Volume — With respect to sales and revenues, sales volume represents the impact of changes in the quantities sold for
machinery and engines as well as the incremental revenue impact of new product introductions. With respect to operating profit,
sales volume represents the impact of changes in the quantities sold for machinery and engines combined with product mix—the
net operating profit impact of changes in the relative weighting of machinery and engines sales with respect to total sales.
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19. 6 Sigma - On a technical level, 6 Sigma represents a measure of variation that achieves 3.4 defects per million opportunities. At
Caterpillar, 6 Sigma represents a much broader cultural philosophy to drive continuous improvement throughout the value chain.
It is a fact-based, data-driven methodology that we are using to improve processes, enhance quality, cut costs, grow our
business and deliver greater value to our customers through black belt-led project teams. At Caterpillar, 6 Sigma goes beyond
mere process improvement—it has become the way we work as teams to process business information, solve problems and
manage our business successfully.

LIQUIDITY AND CAPITAL RESOURCES

Sources of funds

We generate significant capital resources from operating activities, which are the primary source of funding for our Machinery and
Engines operations. Funding for these businesses is also provided by commercial paper and long-term debt issuances. Financial
Products operations are funded primarily from commercial paper, term debt issuances and collections from their existing portfolio.
Throughout the first quarter of 2010, we continued to experience favorable liquidity conditions in both our Machinery and Engines and
Financial Products operations. On a consolidated basis, we ended the first quarter of 2010 with $3.5 billion of cash, a decrease of $1.3
billion from year-end 2009. Our cash balances are held in numerous locations throughout the world. Most of the amounts held outside
the U.S. could be repatriated to the U.S. but generally would be subject to incremental U.S. income taxes.

Consolidated operating cash flow for the first quarter of 2010 was $551 million, down from $895 million for the same period a year ago.
Improving economic conditions in the first quarter of 2010 compared with recessionary conditions a year ago have resulted in significant
changes in the components of operating cash flow from 2009 to 2010. Operating cash flow in the first quarter of 2010 benefited from
profit of consolidated and affiliated companies of $236 million and an increase in accounts payable, reflecting higher levels of material
purchases for production ramp-up to meet increasing demand. Offsetting these items was an increase in inventory, also related to
production ramp-up, and higher receivables. In the first quarter of 2009, a loss of consolidated and affiliated companies of $131 million
and a significant decrease in accounts payable had a negative impact on operating cash flow while the change in other working capital
items was favorable primarily due to lower receivables and inventory. See further discussion of operating cash flow under Machinery
and Engines and Financial Products.

Total debt as of March 31, 2010, was $30.17 hillion, a decrease of $1.46 billion from year-end 2009. Debt related to Machinery and
Engines decreased $420 million in the first quarter of 2010. Debt related to Financial Products decreased $1.04 billion reflecting
declining portfolio balances at Cat Financial.

We have three global credit facilities with a syndicate of banks totaling $6.99 billion (Credit Facility) available in the aggregate to both
Caterpillar and Cat Financial to support their commercial paper programs in the event those programs become unavailable and for
general liquidity purposes. Based on management's allocation decision, which can be revised from time to time, the portion of the Credit
Facility available to Cat Financial as of March 31, 2010 was $5.49 billion.

e The five-year facility of $1.62 billion expires in September 2012.

o The five-year facility of $2.98 billion expires in September 2011.

e The 364-day facility of $2.39 billion expires in September 2010.

We also had a 364-day revolving credit facility with a syndicate of banks totaling $1.37 billion, which expired in March 2010 and was
jointly available to both Caterpillar and Cat Financial. We elected not to renew this facility.

At March 31, 2010, Caterpillar's consolidated net worth was $13.39 billion, which was above the $9.00 billion required under the Credit
Facility. The consolidated net worth is defined as the consolidated stockholder's equity including preferred stock but excluding the
pension and other post-retirement benefits balance within Accumulated other comprehensive income (loss).

At March 31, 2010, Cat Financial's covenant interest coverage ratio was 1.29 to 1. This is above the 1.15 to 1 minimum ratio of (1) profit
excluding income taxes, interest expense and net gain/(loss) from interest rate derivatives to (2) interest expense calculated at the end of
each calendar quarter for the rolling four quarter period then most recently ended.

In addition, at March 31, 2010, Cat Financial's covenant leverage ratio was 6.77 to 1. This is below the maximum ratio of debt to net
worth of 10 to 1, calculated (1) on a monthly basis as the average of the leverage ratios determined on the last day of each of the six
preceding calendar months and (2) at each December 31 required by the Credit Facility.

In the event Caterpillar or Cat Financial does not meet one or more of their respective financial covenants under the Credit Facility in the
future (and are unable to obtain a consent or waiver), the bank group may terminate the commitments allocated to the party that does
not meet its covenants. Additionally, in such event, certain of Cat Financial's other lenders under other loan agreements where similar
financial covenants or cross default provisions are applicable, may, at their election, choose to pursue remedies under those loan
agreements, including accelerating the repayment of outstanding borrowings. At March 31, 2010, there were no borrowings under the
Credit Facility.

Our total credit commitments as of March 31, 2010 were:
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Machinery Financial

(Millions of dollars) Consolidated and Engines Products
Credit lines available:

Global credit faCilitieS........vvvrevrerrreiirieiesessseseseessseeses s $ 6,988 $ 1,500 $ 5488

Other eXIEMNAL ..o 5122 1,314 3,808
Total credit lines available...........cc.ovvenne s 12,110 2,814 9,296
Less: Global credit facilities supporting commercial paper ............ccovreneen. (2,165) — (2,165)
LesS: UIZEA Credit.......vvvieeerererieesseereeis e (2,517) (508) (2,009)
AVAIIADIE CTEAIT......vvivriricicieieeese s 3 7,428 $ 2,306 $ 5122

Other consolidated credit lines with banks as of March 31, 2010 totaled $5.12 billion. These credit lines, which may be eligible for
renewal at various future dates or have no specified expiration date, are used primarily by our subsidiaries for local funding
requirements. Caterpillar or Cat Financial may guarantee subsidiary borrowings under these lines.

In the event that Caterpillar or Cat Financial, or any of their debt securities, experiences a credit rating downgrade it would likely result in
an increase in our borrowing costs and make access to certain credit markets more difficult. While we expect global economic
conditions to continue to improve in 2010, in the event they deteriorate from current levels or access to debt markets becomes
unavailable, our Machinery and Engines operations would rely on cash flow from operations, use of existing cash balances, borrowings
from Cat Financial and access to our Credit Facility. Our Financial Products operations would rely on cash flow from its existing portfolio,
utilization of existing cash balances, access to our Credit Facility and other credit line facilities held by Cat Financial and potential
borrowings from Caterpillar. In addition, Caterpillar maintains a support agreement with Cat Financial, which requires Caterpillar to
remain the sole owner of Cat Financial and may, under certain circumstances, require Caterpillar to make payments to Cat Financial
should Cat Financial fail to maintain certain financial ratios.

Machinery and Engines

Net cash provided by operating activities was $921 million in the first quarter of 2010 compared to cash used for operating activities of
$320 million in the first quarter of 2009. The change was primarily due to increased profit and a $600 million dividend from Cat Financial
in the first quarter of 2010. Profit of consolidated and affiliated companies in the first quarter of 2010 was $234 million compared to a
loss of consolidated and affiliated companies of $135 million for the same period a year ago. Improving economic conditions in the first
quarter of 2010 compared with recessionary conditions a year ago have resulted in significant changes in the components of working
capital from 2009 to 2010. During the first quarter of 2010, we experienced increased demand and a production ramp-up, resulting in an
increase in accounts payable and customer advances, which was more than offset by increases in inventory and receivables. In the first
quarter of 2009, we were executing our strategic “trough” plans as demand and production were decreasing. This resulted in a decrease
in accounts payable and accrued expenses, which was partially offset by decreases in inventory and receivables. Net cash used for
investing activities in the first quarter of 2010 was $840 million compared to $216 million provided by investing activities for the same
period in 2009. The change was due to loans to Financial Products in 2010, compared with net borrowings from Financial Products in
2009. Net cash used for financing activities in the first quarter of 2010 was $632 million, primarily a result of payments on long-term
debt. During the same period in 2009, net cash provided by financing activities was $735 million, as proceeds from loans with Financial
Products of $1.47 hillion were partially offset by reductions in external debt.

Our priorities for the use of cash are a strong financial position that helps protect our credit rating, capital to support growth, appropriately
funded employee benefit plans, paying dividends and common stock repurchases with excess cash.

Strong financial position — A key measure of Machinery and Engines financial strength used by both management and our
credit rating agencies is Machinery and Engines' debt-to-capital ratio. Debt-to-capital is defined as short-term borrowings,
long-term debt due within one year, redeemable noncontrolling interest and long-term debt due after one year (debt) divided by
the sum of debt (including redeemable noncontrolling interest) and stockholders' equity. Debt also includes borrowings from
Financial Products. The debt-to-capital ratio for Machinery and Engines was 45.2 percent at March 31, 2010 compared to 47.2
percent at December 31, 2009, slightly above our target range of 35 to 45 percent. In addition to the debt-to-capital ratios,
certain rating agencies have increased their focus on the extent to which Caterpillar and Cat Financial have cash and cash
equivalents and unused credit lines available to meet short-term debt requirements. Caterpillar and Cat Financial have been
taking this focus into account when planning for liquidity needs. This focus has resulted in higher cash balances for Caterpillar
and Cat Financial.

Capital to support growth — Capital expenditures during the first quarter of 2010 were $203 million, a decrease of $21 million
compared to the first quarter of 2009. We expect capital expenditures to be about $1.8 billion in 2010, up from $1.3 billion in
2009.
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Appropriately funded employee benefit plans — We contributed $248 million to our pension plans in the first quarter of 2010
and we anticipate additional contributions of approximately $750 million during the remainder of the year. In addition,
beginning in June 2009, the company began funding the 401(k) match with company stock. This equated to a contribution of
$29 million (0.5 million shares) for the first quarter of 2010.

Paying dividends — Dividends paid totaled $262 million in the first quarter of 2010, representing 42 cents per share. Each
quarter, our Board of Directors reviews the company's dividend and determines whether to increase, maintain or decrease the
dividend for the applicable quarter. The Board evaluates the financial condition of the company and considers the economic
outlook, corporate cash flow, the company's liquidity needs, and the health and stability of global credit markets to determine
whether to maintain or change the quarterly dividend.

Common stock repurchases — Pursuant to the February 2007 Board-authorized stock repurchase program, which expires on
December 31, 2011, $3.8 billion of the $7.5 billion authorized was spent through 2008. As a result of the global economic
recession, our stock repurchase program has been temporarily suspended since the first quarter of 2009. Basic shares
outstanding as of March 31, 2010 were 628 million.

Financial Products

Operating cash flow was $156 million through the first quarter of 2010, compared with $392 million for the same period a year ago. The
decrease in operating cash flow was primarily related to the absence of cash proceeds from liquidated interest rate swaps. Net cash
provided by investing activities was $444 million through the first quarter of 2010, compared to $26 million for the same period in 2009.
This change is primarily the result of lower intercompany borrowings and lower additions to finance receivables at Cat Financial, partially
offset by lower collections. Net cash used for financing activities was $1.32 billion through the first quarter of 2010, compared to $186
million for the same period in 2009, primarily due to a $600 million dividend payment to Caterpillar Inc. and lower debt issuances.

During the first quarter, overall portfolio quality continued to reflect challenges associated with the global economic environment. At the
end of the first quarter of 2010, past dues were 6.06 percent, which increased from 5.54 percent at the end of 2009. At the end of the
first quarter of 2009, past dues were 5.44 percent. The increase in past dues from year end is primarily due to the seasonality impacts
Cat Financial typically experiences when comparing year-end results to the first-quarter results. We expect gradual improvement in past
dues during the remainder of 2010 as the global economy continues to improve.

Bad debt write-offs, net of recoveries, were $46 million for the first quarter of 2010, down from $86 million in the fourth quarter of 2009
and $47 million in the first quarter of 2009. First-quarter 2010 annualized losses were 0.79 percent of the average retail portfolio
compared to 0.74 percent for the first quarter of 2009. This result compares with the peak of 0.69 percent reached in the previous
recession in 2001-2002 and reflects continued challenging economic conditions for our customers in certain regions, primarily in North
America and to a lesser extent in Europe.

At the end of the first quarter of 2010, Cat Financial's allowance for credit losses was 1.74 percent of net finance receivables, increasing
from 1.64 percent on December 31, 2009, and 1.50 percent at the end of the first quarter of 2009. As a result of new accounting
guidance implemented during the first quarter, Cat Financial began consolidating securitized assets which had previously been off
balance sheet. On January 1, 2010, the consolidation of these assets had the impact of increasing the allowance for credit losses by
$18 million and the total allowance as a percent of net finance receivables by 6 basis points. At the end of the first quarter of 2010, the
allowance for credit losses totaled $394 million compared with $377 million on December 31, 2009, and $382 million at the end of the
first quarter of 2009. The increase of $12 million in allowance for credit losses year-over-year reflected a $54 million increase associated
with the higher allowance rate, partially offset by a $42 million decrease due to a reduction in the overall net finance receivable portfolio.

Cat Financial continued to experience favorable liquidity conditions in all key global funding markets during the first quarter of 2010.
Commercial Paper (CP) market liquidity and pricing continued to be favorable, with CP outstanding totaling $2.2 billion at quarter-end
supported by a $5.5 hillion revolving credit facility. During the first quarter of 2010, Cat Financial issued JPY 10 billion, EUR 50 million
and $500 million in medium-term notes. Our first quarter 2010 CP, term debt issuance and year-to-date portfolio cash receipts have
provided sufficient liquidity for operations. Cat Financial held a cash balance at the end of the first quarter of 2010 totaling $1.8 billion.

CRITICAL ACCOUNTING POLICIES

The preparation of financial statements in conformity with generally accepted accounting principles requires management to make
estimates and assumptions that affect reported amounts. The more significant estimates include: residual values for leased assets, fair
values for goodwill impairment tests, impairment of available-for-sale securities, warranty liability, stock-based compensation, reserves
for product liability and insurance losses, postretirement benefits, post-sale discounts, credit losses and income taxes. We have
incorporated many years of data into the determination of each of these estimates and we have not historically experienced significant
adjustments. These assumptions are reviewed at least annually with the Audit Committee of the Board of Directors. Following are the
methods and assumptions used in determining our estimates and an indication of the risks inherent in each.
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Residual values for leased assets — The residual values for Cat Financial's leased assets, which are based upon the estimated
wholesale market value of leased equipment at the time of the expiration of the lease, are based on a careful analysis of historical
wholesale market sales prices, projected forward on a level trend line without consideration for inflation or possible future pricing action.
At the inception of the lease, residual values are derived from consideration of the following critical factors: market size and demand, any
known significant market/product trends, total expected hours of usage, machine configuration, application, location, model changes,
quantities and past re-marketing experience, third-party residual guarantees and contractual customer purchase options. During the
term of the leases, residual amounts are monitored. If estimated market values reflect a non-temporary impairment due to economic
factors, obsolescence or other adverse circumstances, the residuals are adjusted to the lower estimated values by a charge to earnings.
For equipment on operating leases, the charge is recognized through depreciation expense. For finance leases, it is recognized through
a reduction of finance revenue.

Fair values for goodwill impairment tests — We test goodwill for impairment annually, at the reporting unit level, and whenever events
or circumstances make it likely that an impairment may have occurred, such as a significant adverse change in the business climate or a
decision to sell all or a portion of a reporting unit. We perform our annual goodwill impairment test as of October 1 and monitor for
interim triggering events on an ongoing basis.

Goodwill is reviewed for impairment utilizing a two-step process. The first step requires us to compare the fair value of each reporting
unit to the respective carrying value, which includes goodwill. If the fair value of the reporting unit exceeds its carrying value, the
goodwill is not considered impaired. If the carrying value is greater than the fair value, there is an indication that an impairment may
exist and the second step is required. In step two, the implied fair value of the goodwill is calculated as the excess of the fair value of a
reporting unit over the fair values assigned to its assets and liabilities. If the implied fair value of goodwill is less than the carrying value
of the reporting unit's goodwill, the difference is recognized as an impairment loss.

The impairment test process requires valuation of the respective reporting unit, which we primarily determine using an income approach
based on a discounted five year forecasted cash flow with a year-five residual value. The residual value is computed using the constant
growth method, which values the forecasted cash flows in perpetuity. The income approach is supported by a reconciliation of our
calculated fair value for Caterpillar to the company's market capitalization. The assumptions about future cash flows and growth rates are
based on each reporting unit's long-term forecast and are subject to review and approval by senior management. The discount rate is
based on our weighted average cost of capital, which we believe approximates the rate from a market participant's perspective. The
estimated fair value could be impacted by changes in market conditions, interest rates, growth rates, tax rates, costs, pricing and capital
expenditures.

A prolonged economic downturn resulting in lower long-term growth rates and reduced long-term profitability may reduce the fair value of
our reporting units. Industry specific events or circumstances that have a negative impact to the valuation assumptions may also reduce
the fair value of our reporting units. Should such events occur and it becomes more likely than not that a reporting unit's fair value has
fallen below its carrying value, we will perform an interim goodwill impairment test(s), in addition to the annual impairment test. Future
impairment tests may result in a goodwill impairment, depending on the outcome of both step one and step two of the impairment review
process. A goodwill impairment would be reported as a non-cash charge to earnings.

Impairment of available-for-sale securities — Available-for-sale securities, primarily at Cat Insurance, are reviewed at least quarterly
to identify fair values below cost which may indicate that a security is impaired and should be written down to fair value.

For debt securities, once a security's fair value is below cost we utilize data gathered by investment managers, external sources and
internal research to monitor the performance of the security to determine whether an other-than-temporary impairment has occurred.
These reviews, which include an analysis of whether it is more likely than not that we will be required to sell the security before its
anticipated recovery, consist of both quantitative and qualitative analysis and require a degree of management judgment. Securities in a
loss position are monitored and assessed at least quarterly based on severity of loss and may be deemed other-than-temporarily
impaired at any time. Once a security's fair value has been twenty percent or more below its original cost for six consecutive months, the
security will be other-than-temporarily impaired unless there are sufficient facts and circumstances supporting otherwise.

For equity securities in a loss position, determining whether the security is other-than-temporarily impaired requires an analysis of the
securities' historical sector returns and volatility. This information is utilized to estimate the security's future fair value to assess whether
the security has the ability to recover to its original cost over a reasonable period of time as follows:

e Historical annualized sector returns over a two-year period are analyzed to estimate the security's fair value over the next two
years.

e The volatility factor for the security is applied to the sector historical returns to further estimate the fair value of the security over
the next two years.
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In the event the estimated future fair value is less than the original cost, qualitative factors are then considered in determining whether a
security is other-than-temporarily impaired, which includes reviews of the following: significant changes in the regulatory, economic or
technological environment of the investee, significant changes in the general market condition of either the geographic area or the
industry in which the investee operates, and length of time and the extent to which the fair value has been less than cost. These
qualitative factors are subjective and require a degree of management judgment.

Warranty liability — At the time a sale is recognized, we record estimated future warranty costs. The warranty liability is determined by
applying historical claim rate experience to the current field population and dealer inventory. Generally, historical claim rates are based
on actual warranty experience for each product by machine model/engine size. Specific rates are developed for each product build
month and are updated monthly based on actual warranty claim experience. Warranty costs may differ from those estimated if actual
claim rates are higher or lower than our historical rates.

Stock-based compensation — We use a lattice-based option-pricing model to calculate the fair value of our stock options and SARs.
The calculation of the fair value of the awards using the lattice-based option-pricing model is affected by our stock price on the date of
grant as well as assumptions regarding the following:

o Volatility is a measure of the amount by which the stock price is expected to fluctuate each year during the expected term of
the award and is based on historical and current implied volatilities from traded options on Caterpillar stock. The implied
volatilities from traded options are impacted by changes in market conditions. An increase in the volatility would result in an
increase in our expense.

e The expected term represents the period of time that awards granted are expected to be outstanding and is an output of the
lattice-based option-pricing model. In determining the expected term of the award, future exercise and forfeiture patterns are
estimated from Caterpillar employee historical exercise behavior. These patterns are also affected by the vesting conditions of
the award. Changes in the future exercise behavior of employees or in the vesting period of the award could result in a change
in the expected term. An increase in the expected term would result in an increase to our expense.

e The weighted-average dividend yield is based on Caterpillar's historical dividend yields. As holders of stock-based awards do
not receive dividend payments, this could result in employees retaining the award for a longer period of time if dividend yields
decrease or exercising the award sooner if dividend yields increase. A decrease in the dividend yield would result in an
increase in our expense.

e The risk-free interest rate is based on the U.S. Treasury yield curve in effect at time of grant. As the risk-free interest rate
increases, the expected term increases, resulting in an increase in our expense.

The fair value of our RSUs is determined by reducing the stock price on the date of grant by the present value of the estimated dividends
to be paid during the vesting period. The estimated dividends are based on Caterpillar's weighted-average dividend yields. A decrease
in the dividend yield would result in an increase in our expense.

Stock-based compensation expense recognized during the period is based on the value of the number of awards that are expected to
vest. In determining the stock-based compensation expense to be recognized, a forfeiture rate is applied to the fair value of the award.
This rate represents the number of awards that are expected to be forfeited prior to vesting and is based on Caterpillar employee
historical behavior. Changes in the future behavior of employees could impact this rate. A decrease in this rate would result in an
increase in our expense.

Product liability and insurance loss reserve — We determine these reserves based upon reported claims in process of settlement
and actuarial estimates for losses incurred but not reported. Loss reserves, including incurred but not reported reserves, are based on
estimates and ultimate settlements may vary significantly from such estimates due to increased claims frequency or severity over
historical levels.

Postretirement benefits — Primary actuarial assumptions were determined as follows:

e The U.S. expected long-term rate of return on plan assets is based on our estimate of long-term passive returns for equities
and fixed income securities weighted by the allocation of our plan assets. Based on historical performance, we increase the
passive returns due to our active management of the plan assets. A similar process is used to determine the rate for our non-
U.S. pension plans. This rate is impacted by changes in general market conditions, but because it represents a long-term rate,
it is not significantly impacted by short-term market swings. Changes in our allocation of plan assets would also impact this
rate. For example, a shift to more fixed income securities would lower the rate. A decrease in the rate would increase our
expense.

e The assumed discount rate is used to discount future benefit obligations back to today's dollars. The U.S. discount rate is
based on a benefit cash flow-matching approach and represents the rate at which our benefit obligations could effectively be
settled as of our measurement date, December 31. The benefit cash flow-matching approach involves analyzing Caterpillar's
projected cash flows against a high quality bond yield curve, calculated using a wide population of corporate Aa bonds
available on the measurement date. The very highest and lowest yielding bonds (top and bottom 10 percent are excluded from
the analysis. A similar approach is used to determine the assumed discount rate for our most significant non-U.S. plans. This
rate is sensitive to changes in interest rates. A decrease in the discount rate would increase our obligation and future expense.

e The expected rate of compensation increase is used to develop benefit obligations using projected pay at retirement. It
represents average long-term salary increases. This rate is influenced by our long-term compensation policies. An increase in
the rate would increase our obligation and expense.
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e The assumed health care trend rate represents the rate at which health care costs are assumed to increase and is based on
historical and expected experience. Changes in our projections of future health care costs due to general economic conditions
and those specific to health care (e.g., technology driven cost changes) will impact this trend rate. An increase in the trend
rate would increase our obligation and expense.

Post-sale discount reserve — We provide discounts to dealers through merchandising programs. We have numerous programs that
are designed to promote the sale of our products. The most common dealer programs provide a discount when the dealer sells a
product to a targeted end user. The amount of accrued post-sale discounts was $658 million and $662 million as of March 31, 2010 and
December 31, 2009 respectively. The reserve represents discounts that we expect to pay on previously sold units and is reviewed at
least quarterly. The reserve is adjusted if discounts paid differ from those estimated. Historically, those adjustments have not been
material.

Credit loss reserve — Management's ongoing evaluation of the adequacy of the allowance for credit losses considers both impaired
and unimpaired finance receivables and takes into consideration past loss experience, known and inherent risks in the portfolio, adverse
situations that may affect the borrower's ability to repay, estimated value of underlying collateral and current economic conditions. In
estimating probable losses we review accounts that are past due, non-performing, in bankruptcy or otherwise identified as at risk for
potential credit loss including accounts which have been modified. Accounts are identified as at risk for potential credit loss using
information available about the customer, such as financial statements, news reports and published credit ratings as well as general
information regarding industry trends and the general economic environment.

The allowance for credit losses attributable to specific accounts is based on the most probable source of repayment, which is normally
the liquidation of collateral. In determining collateral value we estimate current fair value of collateral and factor in credit enhancements
such as additional collateral and third-party guarantees. The allowance for credit losses attributable to the remaining accounts is a
general allowance based upon the risk in the portfolio, primarily using probabilities of default and an estimate of associated losses. In
addition, qualitative factors not able to be fully captured in previous analysis including industry trends, macroeconomic factors and model
imprecision are considered in the evaluation of the adequacy of the allowance for credit losses. These qualitative factors are subjective
and require a degree of management judgment.

While management believes it has exercised prudent judgment and applied reasonable assumptions, there can be no assurance that in
the future, changes in economic conditions or other factors would not cause changes in the financial health of our customers. If the
financial health of our customer deteriorates, the timing and level of payments received could be impacted and therefore, could result in
a change to our estimated losses.

Income tax reserve — We are subject to the income tax laws of the many jurisdictions in which we operate. These tax laws are
complex, and the manner in which they apply to our facts is sometimes open to interpretation. In establishing the provision for income
taxes, we must make judgments about the application of these inherently complex tax laws.

Despite our belief that our tax return positions are consistent with applicable tax laws, we believe that taxing authorities could challenge
certain positions. Settlement of any challenge can result in no change, a complete disallowance, or some partial adjustment reached
through negotiations or litigation. We record tax benefits for uncertain tax positions based upon management's evaluation of the
information available at the reporting date. To be recognized in the financial statements, a tax benefit must be at least more likely than
not of being sustained based on technical merits. The benefit for positions meeting the recognition threshold is measured as the largest
benefit more likely than not of being realized upon ultimate settlement with a taxing authority that has full knowledge of all relevant
information. Significant judgment is required in making these determinations and adjustments to unrecognized tax benefits may be
necessary to reflect actual taxes payable upon settlement. Adjustments related to positions impacting the effective tax rate affect the
provision for income taxes. Adjustments related to positions impacting the timing of deductions impact deferred tax assets and liabilities.

Our income tax positions and analysis are based on currently enacted tax law. Future changes in tax law could significantly impact the
provision for income taxes, the amount of taxes payable, and the deferred tax asset and liability balances. Deferred tax assets generally
represent tax benefits for tax deductions or credits available in future tax returns. Certain estimates and assumptions are required to
determine whether it is more likely than not that all or some portion of the benefit of a deferred tax asset will not be realized. In making
this assessment, management analyzes and estimates the impact of future taxable income, reversing temporary differences and
available prudent and feasible tax planning strategies. Should a change in facts or circumstances lead to a change in judgment about
the ultimate realizability of a deferred tax asset, we record or adjust the related valuation allowance in the period that the change in facts
and circumstances occurs, along with a corresponding increase or decrease in the provision for income taxes.

A provision for U.S. income taxes has not been recorded on undistributed profits of our non-U.S. subsidiaries that we have determined to

be indefinitely reinvested outside the U.S. If management intentions or U.S. tax law changes in the future, there may be a significant
negative impact on the provision for income taxes in the period the change occurs.
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EMPLOYMENT

Caterpillar's worldwide employment was 95,290 at the end of the first quarter of 2010. Employment declined by approximately 7,800
from the first quarter of 2009 as we took steps to bring our workforce in line with demand. Since year-end 2009, worldwide employment
has increased approximately 1,500, primarily due to increases in production volume. About 600 of the additional employees were in the
United States and about 900 were outside the United States.

Employment needs are linked to business conditions and production volume. We have raised production schedules in most facilities,
and we expect to increase employment in 2010 as a result. However, significant use of rolling plant shutdowns in 2009 will offset some
of the need for additional employees.

The strength of recovery will vary significantly among product type, industry served and geography. Currently, we are seeing faster
recovery in Asia/Pacific and Latin America. So, prospects for employment increases in 2010 are best for facilities in those regions. In
addition, we expect to add employees at several facilities in the United States where a substantial portion of the production is exported.

OTHER MATTERS
Environmental and Legal Matters

The company is regulated by federal, state and international environmental laws governing our use, transport and disposal of substances
and control of emissions. In addition to governing our manufacturing and other operations, these laws often impact the development of
our products, including, but not limited to, required compliance with air emissions standards applicable to internal combustion engines.
Compliance with these existing laws has not had a material impact on our capital expenditures, earnings or global competitive position.

We are engaged in remedial activities at a number of locations, often with other companies, pursuant to federal and state laws. When it
is probable we will pay remedial costs at a site and those costs can be reasonably estimated, the costs are charged against our
earnings. In formulating that estimate, we do not consider amounts expected to be recovered from insurance companies or others. The
amount recorded for environmental remediation is not material and is included in Accrued expenses in Consolidated Statement of
Financial Position.

We cannot reasonably estimate costs at sites in the very early stages of remediation. Currently, we have a few sites in the very early
stages of remediation, and there is no more than a remote chance that a material amount for remedial activities at any individual site, or
at all sites in the aggregate, will be required.

We have disclosed certain individual legal proceedings in this filing. Additionally, we are involved in other unresolved legal actions that
arise in the normal course of business. The most prevalent of these unresolved actions involve disputes related to product design,
manufacture and performance liability (including claimed asbestos and welding fumes exposure), contracts, employment issues or
intellectual property rights. Although it is not possible to predict with certainty the outcome of these unresolved legal actions, we believe
that these actions will not individually or in the aggregate have a material adverse effect on our consolidated results of operations,
financial position or liquidity.

On May 14, 2007, the U.S. Environmental Protection Agency (EPA) issued a Notice of Violation to Caterpillar Inc., alleging various
violations of Clean Air Act Sections 203, 206 and 207. EPA claims that Caterpillar violated such sections by shipping engines and
catalytic converter after-treatment devices separately, introducing into commerce a number of uncertified and/or misbuilt engines, and
failing to timely report emissions-related defects. Caterpillar is currently engaging in negotiations with EPA to resolve these issues, but it
is too early in the process to place precise estimates on the potential exposure to penalties. However, Caterpillar is cooperating with
EPA and, based upon initial discussions, and although penalties could potentially exceed $100,000, management does not believe that
this issue will have a material adverse impact on our consolidated results of operations, financial position or liquidity.

On February 8, 2009, an incident at Caterpillar's Joliet, lllinois facility resulted in the release of approximately 3,000 gallons of
wastewater into the Des Plaines River. In coordination with state and federal authorities, appropriate remediation measures have been
taken. On February 23, 2009, the lllinois Attorney General filed a Complaint in Will County Circuit Court containing seven counts of
violations of state environmental laws and regulations. Each count seeks injunctive relief, as well as statutory penalties of $50,000 per
violation and $10,000 per day of violation. In addition, on March 5, 2009, the EPA served Caterpillar with a Notice of Intent to file a Civil
Administrative Action (notice), indicating the EPA's intent to seek civil penalties for violations of the Clean Water Act and Oil Pollution
Act. On January 25, 2010, the EPA issued a revised notice seeking civil penalties in the amount of $167,800, and Caterpillar responded
to the revised notice and is engaged in follow up discussions with the EPA. On March 8, 2010, the lllinois Attorney General submitted a
demand to Caterpillar seeking a $100,000 civil penalty. At this time, we do not believe these proceedings will have a material adverse
impact on our consolidated results of operations, financial position or liquidity.
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Retirement Benefits

We recognized pension expense of $156 million for the three months ended March 31, 2010, as compared to $257 million for the three
months ended March 31, 2009. The decrease in expense was the result of $139 million of curtailment, settlement and special
termination benefit costs due to voluntary and involuntary separation programs (discussed below) recognized for the three months ended
March 31, 2009, partially offset by increased amortization of net actuarial losses due to significant asset losses in 2008 and lower
discount rates at the end of 2009. Accounting guidance on retirement benefits requires companies to discount future benefit obligations
back to today's dollars using a discount rate that is based on high-quality fixed-income investments. A decrease in the discount rate
increases the pension bengfit obligation, while an increase in the discount rate decreases the pension benefit obligation. This increase
or decrease in the pension benefit obligation is recognized in Accumulated other comprehensive income (loss) and subsequently
amortized into earnings as an actuarial gain or loss. The guidance also requires companies to use an expected long-term rate of asset
return for computing current year pension expense. Differences between the actual and expected returns are also recognized in
Accumulated other comprehensive income (loss) and subsequently amortized into earnings as actuarial gains and losses. As of March
31, 2010, total actuarial losses, recognized in Accumulated other comprehensive income (loss), related to pensions were $6.22 hillion.
The majority of the actuarial losses are due to significant asset losses during 2008 in addition to losses resulting from other demographic
and economic assumptions over the past several years.

Other postretirement benefit expense was $49 million for the three months ended March 31, 2010, as compared to $128 million for the
three months ended March 31, 2009. The decrease in expense is due to curtailment losses of $62 million recognized for the three
months ended March 31, 2009 as a result of employee separation programs (discussed below) and the impact of amendments to our
U.S. support and management other postretirement benefit plan (discussed below) on 2010 expense. Actuarial losses, recognized in
Accumulated other comprehensive income (loss), for other postretirement benefit plans were $651 million at March 31, 2010. These
losses mainly reflect several years of declining discount rates and significant asset losses during 2008, partially offset by gains from
lower than expected health care costs.

Actuarial losses for both pensions and other postretirement benefits will be impacted in future periods by actual asset returns, actual
health care inflation, discount rate changes, actual demographic experience and other factors that impact these expenses. These losses,
reported in Accumulated other comprehensive income (loss), will be amortized as a component of net periodic benefit cost on a straight-
line basis over the average remaining service period of active employees expected to receive benefits under the benefit plans. At the
end of 2009, the average remaining service period of active employees was 11 years for our U.S. pension plans, 11 years for our non-
U.S. pension plans and 7 years for other postretirement benefit plans. We expect our amortization of net actuarial losses to increase
approximately $250 million in 2010 as compared to 2009, primarily due to significant asset losses in 2008 and a decrease in the discount
rate during 2009.

First quarter 2009 voluntary and involuntary separation programs impacted employees participating in U.S. and non-U.S. pension and
other postretirement benefit plans. Due to the significance of these events, certain plans were re-measured as of January 31 and March
31, 2009. U.S. separation programs resulted in curtailment losses of $124 million to pension and $61 million to other postretirement
benefit plans. Special termination benefits of $6 million were also recognized for a U.S. pension early retirement program. Non-U.S.
separation programs resulted in settlement losses of $9 million to pension and curtailment losses of $1 million to other postretirement
benefit plans.

In March 2009, we amended our U.S. support and management postretirement benefit plan. Beginning in 2010, certain retirees age 65
and older will no longer participate in a Caterpillar-sponsored group health plan. Instead, the retirees will enroll in individual health plans
that work with Medicare, such as Medicare Advantage and Medicare Supplement plans. In addition, Caterpillar will fund a tax-
advantaged Health Reimbursement Arrangement (HRA) to assist retirees with premiums and other qualified medical expenses. The
plan amendment required a plan re-measurement as of March 31, 2009, which resulted in a decrease in our Liability for postretirement
benefits of $432 million and an increase in Accumulated other comprehensive income (loss) of $272 million net of tax. The plan was
further amended in December 2009 to define the HRA benefit that active employees will receive once they are retired and reach age 65.
The plan was re-measured at year-end 2009 and the December amendment resulted in a decrease in our Liability for postretirement
benefits of $101 million and an increase in Accumulated other comprehensive income (loss) of $64 million net of tax. These decreases
will be amortized into earnings on a straight-line basis over approximately 7 years, the average remaining service period of active
employees in the plan. The amendments reduced other postretirement benefits expense by approximately $27 million for the three
months ended March 31, 2010 and did not impact expense for the three months ended March 31, 2009.

In March 2010, the Patient Protection and Affordable Care Act (the PPACA) and the Health Care and Education Reconciliation Act of
2010 (H.R. 4872) which amends certain provisions of the PPACA were signed into law. The Medicare Part D retiree drug subsidies
effectively become taxable beginning in 2013.
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We expect our total defined benefit expense to increase approximately $150 million in 2010 as compared to 2009, excluding the impacts
from the 2009 curtailment, settlement and special termination benefits discussed above. This increase in expense is primarily due to
increased amortization of net actuarial losses due to significant asset losses in 2008 and a decrease in the discount rate during 2009,
partially offset by an approximate $110 million reduction in U.S. other postretirement benefits cost as a result of plan amendments.

We made $248 million of contributions to our U.S. and non-U.S. pension plans during the three months ended March 31, 2010 and we
currently anticipate additional contributions of approximately $750 million during the remainder of the year, most of which are voluntary
contributions. We believe we have adequate liquidity resources to fund both U.S. and non-U.S. plans.

Employee Separation Charges

In 2009, we reported employee separation charges of $481 million in Other operating (income) expenses in the Consolidated Statement
of Results of Operations related to various voluntary and involuntary separation programs. These programs were in response to a sharp
decline in sales volume due to the global recession.

Our accounting for separations is dependent upon how the particular program is designed. For voluntary programs, eligible separation
costs are recognized at the time of employee acceptance. For involuntary programs, eligible costs are recognized when management
has approved the program, the affected employees have been properly identified and the costs are estimable.

The following table summarizes the 2009 separation charges and subsequent 2010 activity by geographic region:

Machinery and Engines

North Latin Asia Financial

(Millions of dollars) America America EAME Pacific Products! Total

Liability balance at December 31, 2008..........ccccocovrerrerrereennens $ 4 $ 2 9% 5 % — $ — 9 11
2009 Separation Charges2.........cceerreremseesneseesessneesssssnes $ 323 $ 15 % 102 % 31 $ 10 $ 481
2009 Benefit payments and other adjustments ...........c.c.co...... (313) (7 (78) (25) (10) (443)
Liahility balance at December 31, 2009...........cccccvvnrnrereernrnnens $ 14 $ — 3 29 $ 6 $ — 3 49
2010 Benefit payments and other adjustments ....................... $ 8 % — 3 8 $ 6 $ — 3 (22)
Liability balance at March 31, 2010 ... $ 6 $ — 3 21 % — $8 — 8 27

! Includes $8 million for North America and $2 million for EAME.

2Includes $357 million recognized in the first quarter of 2000,

The remaining liability balances as of March 31, 2010 represent costs for employees that have either not yet separated from the
Company or their full severance has not yet been paid. The majority of these remaining costs are expected to be paid during 2010.

In addition to the 2009 separation charges noted above, we reported $225 million ($201 million in the first quarter) of costs associated
with certain pension and other postretirement benefit plans, which were also recognized in Other operating (income) expenses in the
Consolidated Statement of Results of Operations.

The majority of the separation charges, made up primarily of cash severance payments, and pension and other postretirement benefit
costs noted above were not assigned to operating segments. They are included in the reconciliation of total accountable profit from
reportable segments to total profit before taxes.

Order Backlog
The dollar amount of backlog believed to be firm was approximately $12.7 billion at March 31, 2010 and $9.6 billion at December 31,
2009. Of the total backlog, approximately $2.3 billion at March 31, 2010 and $2.5 billion at December 31, 2009 was not expected to be

filled in the following twelve months. Our backlog is generally highest in the first and second quarters because of seasonal buying trends
in our industry.

NON-GAAP FINANCIAL MEASURES

The following definitions are provided for “non-GAAP financial measures” in connection with Item 10(e) of Regulation S-K issued by the
Securities and Exchange Commission. These non-GAAP financial measures have no standardized meaning prescribed by U.S. GAAP
and therefore are unlikely to be comparable to the calculation of similar measures for other companies. Management does not intend
these items to be considered in isolation or substitutes for the related GAAP measures.
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Profit Per Share Excluding U.S. Health Care Legislation Tax Charge

During the first quarter of 2010, we recognized a $90 million after-tax charge due to the enactment of U.S. health care legislation
effectively making government subsidies received for Medicare-equivalent prescription drug coverage taxable. We believe it is important
to separately quantify the profit-per-share impact of this charge in order for our first-quarter 2010 results to be meaningful to our readers.
Reconciliation of profit per share excluding the U.S. Health Care Legislation Tax Charge to the most directly comparable GAAP
measure, profit per share, is as follows:

First Quarter

2010
PIOMIt PEI SNAIE......viiicec bbb bbb $ 0.36
Per share impact of U.S. Health Care Legislation Tax Charge ... $ 0.14
Profit per share excluding U.S. Health Care Legislation Tax Charge ........c.cocovvvveeeeesinescicccsesseseieenns $ 0.50

Profit Per Share Excluding Redundancy Costs

During the first quarter of 2009, we incurred redundancy costs of $558 million before tax related to employment reductions in response to
the global recession. Full-year 2009 redundancy costs were $706 million before tax. We believe it is important to separately quantify the
profit-per-share impact of redundancy costs in order for our 2009 results to be meaningful to our readers. Reconciliation of profit per
share excluding redundancy costs to the most directly comparable GAAP measure, profit per share, is as follows:

First Quarter Full Year
2009 2009
Profit PEI SNArE......ccvveeesccr e e $ (0.19) $ 1.43
Per share redundancy COSES .......crvrrrrrrrirenireesireress s sssessssseens $ 0.58 $ 0.75
Profit per share excluding redundancy COStS ........ccovvvrrrnreennieensereeseeeeens $ 0.39 $ 2.18

SUPPLEMENTAL CONSOLIDATING DATA

We are providing supplemental consolidating data for the purpose of additional analysis. The data has been grouped as follows:
Consolidated - Caterpillar Inc. and its subsidiaries.

Machinery and Engines — The Machinery and Engines data contained in the schedules on pages 54 to 59 are "non-GAAP financial
measures" as defined by the Securities and Exchange Commission in Item 10(e) of Regulation S-K. These non-GAAP financial
measures have no standardized meaning prescribed by U.S. GAAP, and therefore, are unlikely to be comparable with the calculation of
similar measures for other companies. Management does not intend these items to be considered in isolation or as a substitute for the
related GAAP measures. Caterpillar defines Machinery and Engines as it is presented in the supplemental data as Caterpillar Inc. and
its subsidiaries with Financial Products accounted for on the equity basis. Machinery and Engines information relates to our design,
manufacturing, marketing and parts distribution operations. Financial Products information relates to the financing to customers and
dealers for the purchase and lease of Caterpillar and other equipment. The nature of these businesses is different especially with regard
to the financial position and cash flow items. Caterpillar management utilizes this presentation internally to highlight these differences.
We also believe this presentation will assist readers in understanding our business.

Financial Products — Our finance and insurance subsidiaries, primarily Cat Financial and Cat Insurance.

Consolidating Adjustments — Eliminations of transactions between Machinery and Engines and Financial Products.

Pages 54 to 59 reconcile Machinery and Engines with Financial Products on the Equity Basis to Caterpillar Inc. consolidated financial
information.
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Caterpillar Inc.

Supplemental Data for Results of Operations
For The Three Months Ended March 31, 2010
(Unaudited)

(Millions of dollars)

Supplemental Consolidating Data

Machinery Financial Consolidating
Consolidated and Engines! Products Adjustments
Sales and revenues:
Sales of Machinery and Engines..........cccco.evvee. $ 7,551 $ 7,551 $ — $ —
Revenues of Financial Products.........c...cccvueeee. 687 — 746 (59) 2
Total sales and revenues ...........cccovvvreervereenereens 8,238 7,551 746 (59)
Operating costs:
Cost 0of goods SOId.........coerieerrecrrierccres 5,894 5,894 — —
Selling, general and administrative expenses...... 932 798 144 (10)3
Research and development expenses................. 402 402 — —
Interest expense of Financial Products ................ 233 — 234 14
Other operating (inCOMe) EXPENSES ........covvvvenee. 269 1) 271 (K
Total operating CoStS ........covierrererrereeenirirrereeeas 7,730 7,093 649 (12)
Operating profit (I0SS) ......ccccevvveeieeiinieesee e, 508 458 97 (47)
Interest expense excluding Financial Products..... 102 122 — (20) 4
Other income (EXPENSE) ......vvvrevrereerierereereerereenees 63 23 13 275
Consolidated profit (loss) before taxes .................. 469 359 110 —
Provision (benefit) for income taxes .........c.cceee.. 231 202 29 —
Profit (loss) of consolidated companies................ 238 157 81 —
Equity in profit (loss) of unconsolidated affiliated
COMPANIES ovvvvrevirreie e eee s 2 2 — —
Equity in profit of Financial Products' subsidiaries — 79 — (79) ¢
Profit (loss) of consolidated and affiliated
COMPANIES ..ot esees 236 234 81 (79)
Less: Profit (loss) attributable to noncontrolling
INEEIESES. vt 3 1 2 —
Profit (I0SS) 7 ....evueeeieieeecneeneeene e $ 233 $ 233 $ 79 $ (79

Represents Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the equity basis.

Elimination of Financial Products’ revenues earned from Machinery and Engines.

Elimination of net expenses recorded by Machinery and Engines paid to Financial Products.

Elimination of interest expense recorded between Financial Products and Machinery and Engines.

Elimination of discount recorded by Machinery and Engines on receivables sold to Financial Products and of interest earned between
Machinery and Engines and Financial Products.

6 Elimination of Financial Products’ profit due to equity method of accounting.

7 Profit (loss) attributable to common stockholders.

G R W N e
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Caterpillar Inc.

Supplemental Data for Results of Operations
For The Three Months Ended March 31, 2009
(Unaudited)

(Millions of dollars)

Supplemental Consolidating Data

Machinery Financial Consolidating
Consolidated and Engines! Products Adjustments
Sales and revenues:
Sales of Machinery and ENgines.............ccoccvvvevnes $ 8,510 $ 8,510 $ — —
Revenues of Financial Products 715 — 796 (81)2
Total sales and reVenuES ..........ceveveveveveeeieieienns 9,225 8,510 796 (81)
Operating costs:
Cost of goods SOld.........cccevrernrcniieeeceneeans 7,027 7,027 — —
Selling, general and administrative expenses...... 882 760 125 (3)3
Research and development eXpenses.................. 388 388 — —
Interest expense of Financial Products ................ 279 — 282 (3)4
Other operating (incCOMe) eXpenses..........cou..... 824 546 290 (12)3
Total Operating CoStS .....c.vvvvrerinreriseireeieens 9,400 8,721 697 (18)
Operating profit (I0SS) ......ccovvvevrererieeseeereen, (175) (2112) 99 (63)
Interest expense excluding Financial Products..... 101 114 — (13)4
Other inCOMe (EXPENSE) ...vvueevrereererirerrirereinerenas 64 34 (20) 50 5
Consolidated profit (loss) before taxes ................. (212) (291) 79 —
Provision (benefit) for income taxes ........cc.cc...... (80) (99) 19 —
Profit (loss) of consolidated companies................ (132) (192) 60 —
Equity in profit (loss) of unconsolidated affiliated
COMPANIES ovvvrerireeee e eeens 1 1 — —
Equity in profit of Financial Products' subsidiaries — 56 — (56) ¢
Profit (loss) of consolidated and affiliated
COMPANIES .ottt (131) (135) 60 (56)
Less: Profit (loss) attributable to noncontrolling
T 1] T (19) (23) 4 —
Profit (I0SS) 7 ....cieeeerieesesessesis s $ (112) $ (112) $ 56 (56)
1 Represents Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the equity basis.
2 Elimination of Financial Products’ revenues earned from Machinery and Engines.
3 Elimination of net expenses recorded by Machinery and Engines paid to Financial Products.
4 Elimination of interest expense recorded between Financial Products and Machinery and Engines.
5

Machinery and Engines and Financial Products.
6 Elimination of Financial Products’ profit due to equity method of accounting.
7 Profit (loss) attributable to common stockholders.

Elimination of discount recorded by Machinery and Engines on receivables sold to Financial Products and of interest earned between
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Caterpillar Inc.
Supplemental Data for Financial Position
At March 31, 2010
(Unaudited)

(Millions of dollars)

Supplemental Consolidating Data

Machinery Financial Consolidating
Consolidated and Engines! Products Adjustments
Assets
Current assets:
Cash and short-term investments ............ccocvvereeennn. $ 3538 $ 1,683 $ 1855 $ —
Receivables — trade and other ...........cccoveveenee 6,068 4,670 1,387 11 23
Receivables — finance .........ccocovvvvrvensninnnns 8,123 — 9,829 (1,706) 3
Deferred and refundable income taxes............ 1,153 1,038 115 —
Prepaid expenses and other current assets 540 327 226 (213)4
INVENEOMIES ... 6,990 6,990 — —
Total CUMTENE ASSELS....cvvveerrieerieisieisieisseessree s 26,412 14,708 13,412 (1,708)
Property, plant and equipment — net..........coccvveeee 12,057 9,109 2,948 —
Long-term receivables — trade and other 722 296 214 212 23
Long-term receivables — finance ........ccccovvvvvenineennnns 12,157 — 12,399 (242) 3
Investments in unconsolidated affiliated companies........ 133 125 8 —
Investments in Financial Products subsidiaries ............... — 3,871 — (3,871)5
Noncurrent deferred and refundable income taxes.......... 2,558 2,981 70 (493) 6
INtANGIDIE ASSELS ...vvvveviieiiese s 488 487 1 —
GOOAWIIL.... o 2,284 2,284 — —
OtNEr BSSELS .....eucececeiiiee e 2,025 318 1,707 —
TOAl ASSEES ....viviireceeesee ettt sttt $ 58,836 $ 34,179 $ 30,759 $ (6,102
Liabilities
Current liabilities:
Short-term borroWINGS.........covvvvreeeseesee e $ 3580 $ 1584 $ 3,59 $ (1,600)7
Accounts payable.......ccceneneneees 3,431 3,335 186 (90y8
ACCIUEd EXPENSES......cvuvreeireiireiieisieini e eessseessses 3,216 2,032 1,197 (13)°
Accrued wages, salaries and employee benefits....... 900 891 9 —
CUSEOMET AAVANCES ....vveveeereeeesree st st 1,367 1,367 — —
Other current TaDIlIHIES .....c.ovvevvvererereseseinas 881 811 91 (21) 8
Long-term debt due within one year............... 5,042 248 4,794 —
Total current liabilities ..........ccoereverreererreene 18,417 10,268 9,873 (1,724)
Long-term debt due after one year............ccoovvvee. 21,548 5,169 16,413 (347
Liability for postemployment benefits...................... 7,281 7,281 — —
Other liabilities 2,116 1,987 602 (473) 6
Total liabilities.............ccoereuneen. 49,362 24,705 26,888 (2,231)
Commitments and contingencies
Redeemable noncontrolling interest ..........oocovovivviivrninnn. 452 452 — —
Stockholders' equity
COMMON SEOCK ... 3,482 3,482 882 (882) 5
Treasury StoCK........ccveereerireenines (10,595) (10,595) — —
Profit employed in the business 19,941 19,941 2,755 (2,755) 5
Accumulated other comprehensive income (|0sS) ........... (3,886) (3,886) 161 (161) 5
NoNCoNtrolling INLErestS. ..o 80 80 73 (73)5
Total stockholders' equIty ........cccoveviiriieniiinienien s 9,022 9,022 3,871 (3,871)
Total liabilities, redeemable noncontrolling interest and
StOCKhOIdErS' EQUILY ......ccveeerierircr s $ 58,836 $ 34179 $ 30,759 $ (6,102
1 Represents Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the equity basis.
2 Elimination of receivables between Machinery and Engines and Financial Products.
3 Reclassification of Machinery and Engines’ trade receivables purchased by Cat Financial and Cat Financial's wholesale inventory receivables.
4 Elimination of Machinery and Engines’ insurance premiums that are prepaid to Financial Products.
5 Elimination of Financial Products’ equity which is accounted for by Machinery and Engines on the equity basis.
6 Reclassification reflecting required netting of deferred tax assets / liabilities by taxing jurisdiction.
7 Elimination of debt between Machinery and Engines and Financial Products.
8 Elimination of payables between Machinery and Engines and Financial Products.
9

Elimination of prepaid insurance in Financial Products' accrued expenses.
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Caterpillar Inc.

Supplemental Data for Financial Position

At December 31, 2009
(Unaudited)
(Millions of dollars)

Supplemental Consolidating Data

Machinery Financial Consolidating
Consolidated and Engines! Products Adjustments
Assets
Current assets:
Cash and short-term investments ...........ccooveverernen. $ 4,867 $ 2239 $ 2628 $ —
Receivables - trade and other ........... 5,611 3,705 1,464 442 23
Receivables — finance ........cccccovverennenn, 8,301 — 9,872 (1,571)°
Deferred and refundable income taxes...... 1,216 1,094 122 —
Prepaid expenses and other current assets... 434 385 75 (26) 4
INVENTOTIES ..o 6,360 6,360 — —
Total CUITENE ASSELS .....cvviicicrieic e 26,789 13,783 14,161 (1,155)
Property, plant and equipment — net .... 12,386 9,308 3,078 —
Long-term receivables — trade and other .... 971 381 182 408 23
Long-term receivables — finance ..........ccccoevevevereninieinns 12,279 — 12,717 (438)3
Investments in unconsolidated affiliated companies........... 105 97 8 —
Investments in Financial Products subsidiaries.................. — 4,514 — (4,514)5
Noncurrent deferred and refundable income taxes. 2,714 3,083 65 (434)6
INtANGIDIE ASSELS.....vvivieviiereicisieieiesr s 465 464 1 —
GOOAWIIL.....oveiire e 2,269 2,269 — —
Other assets 2,060 297 1,763 —
TOtAl ASSELS w..uvvevviireieee e $ 60,038 $ 34,196 $ 31,975 $ (6,133
Liabilities
Current liabilities:
Short-term DOmOWINGS ........c.vvvvereerrirereirereneseeeens $ 4,083 $ 1433 $ 3,676 $ (1,026)7
Accounts payable 2,993 2,862 229 (98)8
ACCIUE EXPENSES.....euvvereriririreerereeereiseie e 3,351 2,055 1,323 (27)°
Accrued wages, salaries and employee benefits.......... 797 790 7 —
CUuStOMEr AAVANCES ........ceveriiiciiice e 1,217 1,217 — —
Dividends payable........ 262 262 — —
Other current liabilities............ccceenne. 888 808 101 (21)¢8
Long-term debt due within one year... 5,701 302 5,399 —
Total current liabilitiesS........ccocevevvvveerinnns 19,292 9,729 10,735 (1,172)
Long-term debt due after one year....... 21,847 5,687 16,195 (35)7
Liability for postemployment benefits ... 7,420 7,420 — —
Other liabilities ........oveeerrererrreneereirrenns 2,179 2,060 531 (412)6
Total HaDIlItIES .......veeveece s 50,738 24,896 27,461 (1,619
Commitments and contingencies
Redeemable noncontrolling interest..........covvonevenenienns 477 477 — —
Stockholders' equity
COMMON StOCK.....vevveiriirieiciie e 3,439 3,439 883 (883)5
Treasury stock (10,646) (10,646) — —
Profit employed in the buSINESS .........ccvivvriireiicieiinine 19,711 19,711 3,282 (3,282)5
Accumulated other comprehensive income (10SS) ............. (3,764) (3,764) 279 (279)5
Noncontrolling interests 83 83 70 (70)5
Total stockholders' equity 8,823 8,823 4,514 (4,514)
Total liabilities, redeemable noncontrolling interest and
StOCKNOIAErS' BQUILY ... $ 60,038 $ 34,196 $ 31,975 $ (6133

© @ N o g B W] N e

Represents Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the equity basis.
Elimination of receivables between Machinery and Engines and Financial Products.
Reclassification of Machinery and Engines’ trade receivables purchased by Cat Financial and Cat Financial's wholesale inventory receivables.
Elimination of Machinery and Engines’ insurance premiums that are prepaid to Financial Products.
Elimination of Financial Products’ equity which is accounted for by Machinery and Engines on the equity basis.
Reclassification reflecting required netting of deferred tax assets / liabilities by taxing jurisdiction.
Elimination of debt between Machinery and Engines and Financial Products.
Elimination of payables between Machinery and Engines and Financial Products.
Elimination of prepaid insurance in Financial Products' accrued expenses.
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Caterpillar Inc.
Supplemental Data for Cash Flow
For The Three Months Ended March 31, 2010
(Unaudited)
(Millions of dollars)
Supplemental Consolidating Data

Machinery Financial Consolidating
Consolidated  and Engines! Products Adjustments
Cash flow from operating activities:
Profit of consolidated and affiliated COMPANIES..........ccovvrerevinienisieeinns $ 236 3 234 $ 81 $ (792
Adjustments for non-cash items:
Depreciation and amortization ..........cceeeeeininenssnessseessenens 554 371 183 —
01T S 94 117 (57) 34
Financial Products’ dividend in excess of Profit ...........ccooevrnennncninnenns — 521 — (521)3
Changes in assets and liabilities:
Receivables - trade and other.... (373) (430) 31 2645
INVENLONIES ..o (644) (644) — —
ACCOUNLS PAYADIE ...ooverererircieieeieeseeseee s sssssesesseessesssesessans 533 527 9) 154
ACCTUBH BXPENSES ..ot (65) (16) (63) 14*
CUSLOMET AAVANCES .....o.veceeeicereieieercie et 140 140 — —
Other ASSEES — NEL ......ceucerereieieee et nens 109 70 (7 464
Other liabilities — net (33 31 (3) (62)4
Net cash provided by (used for) operating activities ...........cveeeererererreereenenne 551 921 156 (526)
Cash flow from investing activities:
Capital expenditures - excluding equipment leased to others ...........ccccceee.. (204) (203) 1) —
Expenditures for equipment leased t0 Others ..........ccccoeeverenencenieneneens (169) — (173) 44
Proceeds from disposals of property, plant and equipment...........c...cocoeneenee 353 17 336 —
Additions to finance receivables (1,757) — (4,816) 3,059 5
Collections of finance reCeIvabIES.............ccvvieveveieceee e 1,956 — 5,093 (3,137)
Proceeds from sales of finance receivables ..., 2 — 2 —
Net intercompany DOITOWINGS ........cevvreveverneeneeeerennens — (574) (6) 5806
Investments and acquisitions (net of cash acquired).. (203) (203) — —
Proceeds from sale of available-for-sale securities .... 45 1 44 —
Investments in available-for-sale securities ............. (46) — (46) —
OENEE = NBL ...t 33 22 11 —
Net cash provided by (used for) investing aCtiVIties...........ccooerererneerenneninenes 110 (840 444 506
Cash flow from financing activities:
DIVIAENAS PAIA.....ce.ceeereeceieieieeireieee et (262) (262) (600) 6007
Common stock issued, including treasury shares reissued.... 26 26 — —
Excess tax benefit from stock-based compensation............... 13 13 — —
Acquisitions of noncontrolling interests.... (26) (26) — —
Net intercompany DOITOWINGS ........c.cueerereurereeieereie et essees — 6 574 (580)8
Proceeds from debt issued (original maturities greater than three months).. 1,318 54 1,264 —
Payments on debt (original maturities greater than three months)................ (3,336) (607) (2,729) —
Short-term borrowings — net (original maturities three months or less)........ 331 164 167 —
Net cash provided by (used for) financing aCtivities ...........ccoevverererinrersiinens (1,936) (632) (1,324) 20
Effect of exchange rate changes on cash.................. (54) (5) (49) —
Increase (decrease) in cash and short-term investments ... (1,329) (556) (773) —
Cash and short-term investments at beginning of period .......... 4,867 2,239 2,628 —
Cash and short-term investments at end of Period............ccccvevernrnenereinienes $ 3,538 $ 1,683 $ 1,855 $ —

Represents Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the equity basis.

Elimination of Financial Products’ profit after tax due to equity method of accounting.

Elimination of Financial Products’ dividend to Machinery and Engines in excess of Financial Products’ profit.

Elimination of non-cash adjustments and changes in assets and liabilities related to consolidated reporting.

Reclassification of Cat Financial's cash flow activity from investing to operating for receivables that arose from the sale of inventory.
Elimination of net proceeds and payments to/from Machinery and Engines and Financial Products.

Elimination of dividend from Financial Products to Machinery and Engines.

~N o g B W] N e
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Caterpillar Inc.

Supplemental Data for Cash Flow
For The Three Months Ended March 31, 2009

(Unaudited)
(Millions of dollars)

Supplemental Consolidating Data

Machinery Financial Consolidating
Consolidated  and Engines! Products Adjustments
Cash flow from operating activities:
Profit (loss) of consolidated and affiliated companies...........ccocevvvinieiennis $ (131 3 (135) $ 60 3 (56)2
Adjustments for non-cash items:
Depreciation and amortization ............cccrereereeneseneeneseneeseeeesesseeens 534 354 180 —
Undistributed profit of Financial Products...........cc.cerrcnirincneneenne — (56) — 563
o1 S 106 193 (92) 5°
Changes in assets and liabilities:
Receivables - trade and Other..........coooeeeeecceeee s 1,622 718 104 80045
Inventories 764 764 — —
ACCOUNES PAYADIE .....cvvviveecee s (1,406) (1,381) (38) 134
ACCIUEH EXPENSES ....cvuererceeriseesesesetsesesss ettt snsesees (321) (322) — 1’
Customer advances.... (179) (279) — —
Other assets - net ...... 48 (143) 170 214
Other liabiliieS — NEL.......ciiiererece e (142) (133) 8 an*
Net cash provided by (used for) operating activities ..........c.cvveeereereeereenirneenne 895 (320 392 823
Cash flow from investing activities:
Capital expenditures - excluding equipment leased to others (224) (224) — —
Expenditures for equipment leased t0 Others .........c.ccccvcrevereenee (221) — (222) 14
Proceeds from disposals of property, plant and equipment...........c.c.coveuienns 208 24 184 —
Additions to finance receivables............ccvrnrcne s (1,789) — (5,795) 4,006°
Collections of finance receivables 2,450 — 6,887 (4,437)
Proceeds from sales of finance receivables ..., 27 — 420 (393)°
Net intercompany DOITOWINGS ........c.cueeriuereereeieereee e eseessees — 401 (1,465) 1,064°
Proceeds from sale of available-for-sale securities 87 2 85 —
Investments in available-for-sale securities ............ (58) )] (56) —
OtNEE = NBL ..vvoeeeeeeeeeveeeeereseseesseessssssesssssssssenenens 23 15 (12) 207
Net cash provided by (used for) investing aCtivities...........cccvevevreienierieniennes 503 216 26 261
Cash flow from financing activities:
DIVIAENAS PAIL........cvuvrieriiireieiere e (253) (253) — —
Common stock issued, including treasury shares reissued.............cccoeeenee. — — 20 (20)7
Net intercompany DOITOWINGS .....c.cvuevrevireriiieineiees e — 1,465 (401) (1,064)8
Proceeds from debt issued (original maturities greater than three months).. 4,818 121 4,697 —
Payments on debt (original maturities greater than three months)................ (3,321) (205) (3,116) —
Short-term borrowings — net (original maturities three months or less)........ (1,779) (393 (1,386) —
Net cash provided by (used for) financing aCtivities ...........ccocevverercrieererviinns ) 735 (186) (1,084)
Effect of exchange rate changes on cash.........ccccocovevveninnnee ) (30 (3) —
Increase (decrease) in cash and short-term investments 601 229 —
Cash and short-term investments at beginning of period........... 1517 1,219 —
Cash and short-term investments at end of Period.............ccccovvrernrrnireirernienes $ 2118 $ 1,448 $ —

~N o G B W N e

Represents Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the equity basis.

Elimination of Financial Products’ profit after tax due to equity method of accounting.
Elimination of non-cash adjustment for the undistributed earnings from Financial Products.

Elimination of non-cash adjustments and changes in assets and liabilities related to consolidated reporting.

Reclassification of Cat Financial's cash flow activity from investing to operating for receivables that arose from the sale of inventory.

Elimination of net proceeds and payments to/from Machinery and Engines and Financial Products.

Elimination of change in investment and common stock related to Financial Products.
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2010 Outlook

Economic Outlook

Worldwide economic conditions began to improve in mid-2009, and recent surveys and economic reports indicate the pace of recovery is
accelerating. We expect that strong recovery in developing countries will lead to world economic growth of about 3.5 percent this year.

Key credit spreads are near normal and in ranges consistent with past recoveries. Loan surveys indicate banks in the major
developed economies have begun, or are close to, easing tight credit standards.

Credit demand remains weak in developed economies because businesses have relied on cash flows to finance initial recoveries in
investment or have not yet increased investments. Limited data suggest increased credit growth in developing economies; bank
lending in Brazil and China has been increasing at double-digit percentage rates.

A few countries tightened economic policies but others further lowered interest rates. Overall, economic policies remain some of
the most accommodative in history and should support stronger future growth.

Commodities

By the end of the first quarter, most metals prices were within 20 percent of their record highs. This recovery, occurring while
industrial production in most countries was well below past peaks, indicates a need for the metals mining industry to increase
production and capacity. We expect copper will average about $3.25 per pound this year.

Most energy prices have recovered over the past year, and a stronger world economy should extend this recovery throughout 2010.
We assume that West Texas intermediate crude oil will average almost $85 per barrel this year, and Central Appalachian coal
prices will average more than $55 per ton. Both prices should encourage increased production.

Developing Economies

Developing economies should grow more than 6 percent this year, benefiting from growth-oriented economic policies, a recovery in
world trade and favorable commodity prices.

Inflation in Asian developing economies appears high enough to concern central bankers in those countries. We expect many
countries will tighten monetary policies this year but that interest rates will remain well below 2008 peaks. The Asia/Pacific regional
economy should grow more than 7.5 percent this year.

China’s loan growth has been above 20 percent, and property price increases reached 2-year highs. We anticipate the central bank
will slow loan growth into a more normal 15- to 20-percent range as it becomes more confident the worldwide economic recovery is
well established. Gradual tightening should allow economic growth in China to average 10.5 percent this year, which would be the
fastest growth since 2007.

Major Latin American economies had 6-percent or higher growth rates in the fourth quarter of 2009, and early data suggest a strong
start to 2010. While central banks likely will increase interest rates from record lows, the regional economy should grow at least 4
percent this year. Construction should increase even faster.

The economies of Africa/Middle East and the CIS should each grow about 4 percent this year, benefiting from higher metals and
energy prices. In addition, much lower interest rates than a year earlier in South Africa, Turkey and Russia should boost
construction.

We expect developing economies will be able to sustain rapid economic growth this year.

Developed Economies

Recoveries in developed economies started slowly, but recent data suggest growth should improve throughout 2010. However, we
expect developed economies in total to grow slightly less than 2.5 percent, not enough to recoup output lost in 2009.

In the United States, recent data—manufacturing and nonmanufacturing surveys, retail sales and employment—suggest that U.S.
economic activity is increasing. Our forecast is for 3.5 percent economic growth in the United States this year.

U.S. housing construction got off to a disappointing start this year; however, the supply of new homes, either under construction or
awaiting sale, continues to shrink. Housing affordability is near a record high, and an expected recovery in employment should
revive depressed household formations. We project housing starts should average close to 800,000 units this year.

U.S. nonresidential building construction should decline this year, but highway contracting is already rebounding and should be up

in 2010. Most U.S. mining sectors are in recovery, and output should increase this year in response to favorable prices. However,
difficulties in securing permits could hamper coal production.
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We expect the strengthening economy will prompt the U.S. Federal Reserve Bank to start withdrawing stimulus in the last half of the
year. The Fed Funds rate is expected to end the year at 1 percent.

The euro-zone economy grew at a slow 0.9 percent rate in the last half of 2009, but recent surveys suggest modest strengthening.
Our forecast is that the economy will grow close to 1.5 percent this year, one of the weakest performances in the world.

Even though inflation has been below target and unemployment is at a record high, we expect the European Central Bank will raise
interest rates in the last half of 2010 in response to somewhat better economic growth. Its target rate is expected to increase by 75
basis points to 1.75 percent.

The Bank of Japan increased liquidity in the banking system, and banks eased credit standards. Industrial production increased 31
percent over the past year, recouping more than half of the loss sustained in the worldwide economic recession. We assume
interest rates will remain near zero this year, and the Japanese economy will grow more than 2 percent.

Our major concern is that central banks in the developed economies will be premature in withdrawing stimulus, causing another
downturn. However, with the year almost one-third finished and no significant actions yet taken, we view the risk of a downturn
starting this year as low. In addition, high unemployment may limit central banks’ decisions to tighten policies.

2010 Sales and Revenues Outlook

We are forecasting 2010 sales and revenues to be in a range of $38 to $42 billion. The previous range was an increase of 10 to 25
percent from 2009 ($35.6 to $40.5 billion). Improvement from the previous outlook is a result of improving expectations in Asia/Pacific
and Latin America, for mining in most regions of the world and for turbines used in oil and gas and electric power applications.

Key elements of the outlook for 2010 include:

At the midpoint of the revised 2010 sales and revenues range, we expect little change in dealer inventories. In 2009, dealers
reduced inventories of new Caterpillar machines and engines by nearly $4 billion. The absence of this reduction will result in higher
sales for Caterpillar in 2010.

Robust economic improvement in the developing economies of Asia/Pacific and Latin America is improving construction spending
and increasing end-user demand for Machinery.

Growth in the world economy is driving improved demand for commodities. Higher demand coupled with favorable commodity
prices should be positive for mining-related sales in 2010. Mining-related order activity has remained robust, and we expect to
increase production and sales as the year progresses.

We expect that price realization will be positive by about 1 percent in 2010.

While Machinery sales are expected to increase in 2010, at the midpoint of the outlook range, Engines sales are expected to be
about flat.

Based on order activity, expectations for turhine sales in 2010 have improved, and we are forecasting sales to be near the record
levels of 2008 and 2009. Increasing orders by Latin American customers are the major reason for the improvement in 2010
expectations. While turbine sales for the year are expected to be near 2009 levels, the first quarter of 2010 was well below the first
quarter of 2009. Production schedules are increasing, and turbine sales should increase throughout the year, particularly in the
second half.

2010 Profit Outlook

Profit is expected to be in a range of $2.50 to $3.25 per share. The previous outlook expected profit of $2.50 per share at the midpoint of
the prior sales and revenues range.

Key positive elements of the profit outlook for 2010 include:

Higher sales volume.
Absence of 2009 employee redundancy costs of $706 million, or about $0.75 per share.
Material costs are expected to be favorable in 2010.

Improved operating efficiency—resulting from higher production volume and continuing improvement from the Caterpillar Production
System with 6 Sigma.

We expect that price realization will be positive by about 1 percent in 2010.

Financial Products’ profit before tax is expected to be about flat compared with 2009, as the impact of improving economic
conditions is expected to be about offset by the impact of lower earning assets.

The key positive elements of the 2010 profit outlook are expected to be partially offset by:
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= Higher income taxes. We are forecasting income taxes to be an expense of about 30 percent of profit before tax plus the $90
million charge in the first quarter related to signing of the U.S. health care legislation.

= Product mix is expected to be unfavorable. Product mix had a negative impact on profit in the first quarter, and we expect the
impact will increase as new machine sales improve over the remainder of 2010.

= R&D expense is expected to increase about 25 percent, primarily to support product development programs related to EPA Tier 4
emissions requirements.

= Higher costs related to incentive compensation due to improving financial performance. The midpoint of the current profit outlook
would result in about $350 million of short-term incentive compensation in 2010.

= \We are not forecasting last in, first out (LIFO) inventory decrement benefits for 2010. LIFO decrement benefits in 2009 were $300
million.

= We do not expect the favorable impact of currency that was in 2009’s other income/expense to recur in 2010.
= Pension expense is expected to be higher in 2010.

= Depreciation expense is expected to increase. Machinery and Engines capital expenditures are expected to be about $1.8 billion in
2010, up from $1.3 hillion in 2009.

= Diluted shares outstanding are expected to be higher than the 2009 full-year average. This is a result of stock contributed to the
pension plan in the second quarter of 2009 as well as increased dilution related to the increase in the share price.

Forward-looking Statements

Certain statements in this release relate to future events and expectations and, as such, constitute forward-looking statements within the
meaning of the Private Securities Litigation Reform Act of 1995. These statements are subject to known and unknown factors that may
cause actual results of Caterpillar Inc. to be different from those expressed or implied in the forward-looking statements. Words such as
“believe,” “estimate,” “will be,” “will,” “would,” “expect,” “anticipate,” “plan,” “project,” “intend,” “could,” “should” or other similar words or
expressions often identify forward-looking statements. All statements other than statements of historical fact are forward-looking
statements, including, without limitation, statements regarding our outlook, projections, forecasts or trend descriptions. These statements
do not guarantee future performance, and Caterpillar does not undertake to update its forward-looking statements.

nou

It is important to note that actual results of the company may differ materially from those described or implied in such forward-looking
statements based on a number of factors, including, but not limited to: (i) economic volatility in the global economy generally and in
capital and credit markets; (i) Caterpillar's ability to generate cash from operations, secure external funding for operations and manage
liquidity needs; (iii) adverse changes in the economic conditions of the industries or markets Caterpillar serves; (iv) government
regulations or policies, including those affecting interest rates, liquidity, access to capital and government spending on infrastructure
development; (v) commodity price increases and/or limited availability of raw materials and component products, including steel;
(vi) compliance costs associated with environmental laws and regulations; (vii) Caterpillar's and Cat Financial’s ability to maintain their
respective credit ratings, material increases in either company’s cost of borrowing or an inability of either company to access capital
markets; (viii) financial condition and credit worthiness of Cat Financial's customers; (ix) material adverse changes in our customers’
access to liquidity and capital; (x) market acceptance of Caterpillar's products and services; (xi) effects of changes in the competitive
environment, which may include decreased market share, lack of acceptance of price increases, and/or negative changes to our
geographic and product mix of sales; (xii) Caterpillar's ability to successfully implement Caterpillar Production System or other
productivity initiatives; (xiii) international trade and investment policies, such as import quotas, capital controls or tariffs; (xiv) failure of
Caterpillar or Cat Financial to comply with financial covenants in their respective credit facilities; (xv) adverse changes in sourcing
practices for our dealers or original equipment manufacturers; (xvi) additional tax expense or exposure; (xvii) political and economic risks
associated with our global operations, including changes in laws, regulations or government policies, currency restrictions, restrictions on
repatriation of earnings, burdensome tariffs or quotas, national and international conflict, including terrorist acts and political and
economic instability or civil unrest in the countries in which Caterpillar operates; (xviii) currency fluctuations, particularly increases and
decreases in the U.S. dollar against other currencies; (xix) increased payment obligations under our pension plans; (xx) inability to
successfully integrate and realize expected benefits from acquisitions; (xxi) significant legal proceedings, claims, lawsuits or
investigations; (xxii) imposition of significant costs or restrictions due to the enactment and implementation of health care reform
legislation and proposed financial regulation legislation; (xxiii) changes in accounting standards or adoption of new accounting standards;
(xxiv) adverse effects of natural disasters; and (xxv) other factors described in more detail in “Item 1A — Risk Factors” in Part Il of this
Form 10-Q and in Part | of our Form 10-K filed with the SEC on February 19, 2010 for the year ended December 31, 2009. This filing is
available on our website at www.cat.com/sec_filings.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk

The information required by this Item is incorporated by reference from Note 4 — “Derivative Instruments and Hedging Activities” included
in Part I, Item 1 and Management's Discussion and Analysis included in Part |, Item 2 of this Form 10-Q.

Item 4. Controls and Procedures

Evaluation of disclosure controls and procedures

An evaluation was performed under the supervision and with the participation of the company's management, including the Chief
Executive Officer (CEQ) and Chief Financial Officer (CFO), of the effectiveness of the design and operation of the company's disclosure
controls and procedures as of the end of the period covered by this quarterly report. Based on that evaluation, the company's
management, including the CEO and CFO, concluded that the company's disclosure controls and procedures are effective as of the end
of the period covered by this quarterly report.

Changes in internal control over financial reporting
During the first quarter 2010, there has been no change in the company's internal control over financial reporting that has materially
affected, or is reasonably likely to materially affect, the company's internal control over financial reporting.

PART Il. OTHER INFORMATION

Item 1. Legal Proceedings
The information required by this Item is incorporated by reference from Note 12 included in Part I, Item 1 of this Form 10-Q.

Item 1A. Risk Factors

In addition to the risk factors included in Item 1A of our Form 10-K filed with the SEC on February 19, 2010, for the fiscal year ended
December 31, 2009, you should carefully consider the following risk in conjunction with “Management's Discussion and Analysis of
Financial Condition and Results of Operations” and the “Notes to Consolidated Statements.”

Financial Regulation Legislation

Financial regulation legislation, including proposed derivatives legislation, is currently under consideration by the U.S. Congress. The
impact of the proposed legislation remains uncertain. Should any final legislation impose significant costs or restrictions on the
company, including, without limitation, costs or restrictions on the Company's or Cat Financial’s use of derivatives, we could experience a
material adverse effect on our results of operations and financial condition.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
Issuer Purchases of Equity Securities

No shares were repurchased during the first quarter 2010.

Other Purchases of Equity Securities

Total Number Approximate Dollar
Total Number of Shares Value of Shares that
of Shares Average Price Purchased Under may yet be Purchased
Period Purchased! Paid per Share the Program under the Program
January 1-31, 2010 4,776 $ 5836 NA NA
February 1-28, 2010 — $ — NA NA
March 1-31, 2010 368,208 $ 5831 NA NA
Total 372,984 $ 5831
1 Represents shares delivered back to issuer for the payment of taxes resulting from the vesting of restricted stock units and the exercise of stock
options by employees and Directors.
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Non-U.S. Employee Stock Purchase Plans

We have 30 employee stock purchase plans administered outside the United States for our non-U.S. employees. As of March 31, 2010,
those plans had approximately 10,700 active participants in the aggregate. During the first quarter of 2010, approximately 193,000
shares of Caterpillar common stock or foreign denominated equivalents were distributed under the plans. Participants in some foreign
plans have the option of receiving non-U.S. share certificates (foreign-denominated equivalents) in lieu of U.S. shares of Caterpillar
common stock upon withdrawal from the plan. These equivalent certificates are tradable only on the local stock market and are included
in our determination of shares outstanding.

Distributions of Caterpillar stock under the plans are exempt from registration under the Securities Act of 1933 (Act) pursuant to 17 CFR

230.903.

Item 6. Exhibits

3.1

3.2

4.1

4.2
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4.4

4.5

4.6

10.1
11
311

312
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Restated Certificate of Incorporation (incorporated by reference from Exhibit 3(i) to the Form 10-Q filed for the quarter
ended March 31, 1998).

Bylaws amended and restated as of December 9, 2009 (incorporated by reference from Exhibit 3.2 to Form 8-K filed
December 15, 2009).

Indenture dated as of May 1, 1987, between the Registrant and The First National Bank of Chicago, as Trustee
(incorporated by reference from Exhibit 4.1 to Form S-3 (Registration No. 333-22041) filed February 19, 1997).

First Supplemental Indenture, dated as of June 1, 1989, between Caterpillar Inc. and The First National Bank of Chicago,
as Trustee (incorporated by reference from Exhibit 4.2 to Form S-3 (Registration No. 333-22041) filed February 19,
1997).

Appointment of Citibank, N.A. as Successor Trustee, dated October 1, 1991, under the Indenture, as supplemented,
dated as of May 1, 1987 (incorporated by reference from Exhibit 4.3 to Form S-3 (Registration No. 333-22041) filed
February 19, 1997).

Second Supplemental Indenture, dated as of May 15, 1992, between Caterpillar Inc. and Citibank, N.A., as Successor
Trustee (incorporated by reference from Exhibit 4.4 to Form S-3 (Registration No. 333-22041) filed February 19, 1997).

Third Supplemental Indenture, dated as of December 16, 1996, between Caterpillar Inc. and Citibank, N.A., as
Successor Trustee (incorporated by reference from Exhibit 4.5 to Form S-3 (Registration No. 333-22041) filed
February 19, 1997).

Tri-Party Agreement, dated as of November 2, 2006, between Caterpillar Inc., Citibank, N.A. and U.S. Bank National
Association appointing U.S. Bank as Successor Trustee under the Indenture dated as of May 1, 1987, as amended and
supplemented (incorporated by reference from Exhibit 4.6 to the 2006 Form 10-K).

Terms Applicable to Awards of Restricted Stock Units.
Computations of Earnings per Share (included in Note 11 of this Form 10-Q filed for the quarter ended March 31, 2010).

Certification of James W. Owens, Chairman and Chief Executive Officer of Caterpillar Inc., as required pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.

Certification of David B. Burritt, Vice President and Chief Financial Officer of Caterpillar Inc., as required pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.

Certification of James W. Owens, Chairman and Chief Executive Officer of Caterpillar Inc. and David B. Burritt, Vice
President and Chief Financial Officer of Caterpillar Inc., as required pursuant to Section 906 of the Sarbanes-Oxley Act
of 2002.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its
behalf by the undersigned thereunto duly authorized.

CATERPILLAR INC.

May 3, 2010 Is/ James W. Owens Chairman of the Board and Chief Executive Officer
(James W. Owens)

May 3, 2010 /s/ David B. Burritt Vice President and Chief Financial Officer
(David B. Burritt)

May 3, 2010 Is/ Bradley M. Halverson Controller
(Bradley M. Halverson)

May 3, 2010 /s/ James B. Buda Vice President, General Counsel and Secretary
(James B. Buda)

May 3, 2010 /s/ Jananne A. Copeland Chief Accounting Officer
(Jananne A. Copeland)
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EXHIBIT 10.1
Caterpillar Inc.
2006 Long-Term Incentive Plan
Restricted Stock Units

[INSERT GRANT DATE]

If you were awarded restricted stock units (‘RSUs”) on [INSERT GRANT DATE] (the “Grant Date”) pursuant to the Caterpillar Inc. 2006
Long-Term Incentive Plan (the “Plan”), this document specifies the material terms and provisions applicable to such award (the “RSU
Award”).

Vesting

The RSU Award is subject to a three-year cliff vesting period. The RSU Award will become fully vested on the third anniversary of the
Grant Date (the “Vesting Date”). If you terminate employment prior to the Vesting Date for any reason other than long-service separation,
disability, death or in connection with a change of control (as described more fully below), the RSU Award will be forfeited.

Upon vesting of the RSU Award, you will receive unrestricted shares of common stock of Caterpillar Inc. (the “Company”) equal to the
number of RSUs. For example, if you were granted 250 RSUs, you will receive 250 shares of Company common stock as of the Vesting
Date, less any shares withheld to satisfy any applicable income and payroll tax withholding requirements.

Voting Rights
During the period between the Grant Date and the Vesting Date (the “Restriction Period), you are not entitled to any voting rights with
respect to the RSUs. When shares are actually issued, you then will have full voting rights with respect to those shares.

Dividends and Other Distributions
During the Restriction Period, you will not receive dividends or any other distributions (e.g., dividend equivalents) with respect to the RSU
Award. When shares are actually issued, you then will have dividend rights with respect to those shares.

Termination of Employment
Your termination of employment with the Company and its subsidiaries prior to the Vesting Date will impact the RSU Award as follows:

e Long-Service Separation

If your employment with the Company and/or any subsidiary or affiliate terminates by reason of long-service separation (i.e.,
after attainment of age 55 with 10 or more years of service), to the extent that you were continuously employed by the
Company and/or any subsidiary or affiliate for six months immediately following the Grant Date, your RSU Award will become
fully vested and shares of Company common stock will be issued to you as soon as administratively feasible following: (1) the
Vesting Date; or (2) the date which is six months following the date of your termination of employment (the “Six-Month Date"), if
the Six-Month Date is earlier than the Vesting Date. In no event, however, will the shares be issued later than March 15t of
the calendar year immediately following the calendar year during which the Vesting Date or the Six-Month Date occurs, as
applicable.

o Disability

If your employment with the Company and/or any subsidiary or affiliate terminates by reason of disability, to the extent that you
were continuously employed by the Company and/or any subsidiary or affiliate for six months immediately following the Grant
Date, your RSU Award will become fully vested and shares of Company common stock will be issued to you as soon as
administratively feasible following: (1) the Vesting Date; or (2) the date which is six months following the date of your
termination of employment (the “Six-Month Date”), if the Six-Month Date is earlier than the Vesting Date. In no event,
however, will the shares be issued later than March 15t of the calendar year immediately following the calendar year during
which the Vesting Date or the Six-Month Date occurs, as applicable.

e Death
If your employment with the Company and/or any subsidiary or affiliate terminates by reason of death, to the extent that you
were continuously employed by the Company and/or any subsidiary or affiliate for six months immediately following the Grant
Date, your RSU Award will become fully vested and shares of Company common stock will be issued to your beneficiary or
your estate (as applicable), as soon as administratively feasible following the date of your death but in no event later than
March 15t of the calendar year immediately following the calendar year during which your death occurs.
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e Change of Control
In the event that a change of control of the Company occurs during the Restriction Period and your employment is terminated

without cause or for good reason within 12 months of such change of control, then to the extent that you were continuously
employed by the Company and/or any subsidiary or affiliate for six months immediately following the Grant Date, your RSU
Award will become fully vested and shares of Company common stock will be issued to you as soon as administratively
feasible following: (1) the Vesting Date; or (2) the date which is six months following the date of your termination of
employment (the “Six-Month Date”), if the Six-Month Date is earlier than the Vesting Date. In no event, however, will the
shares be issued later than March 15t of the calendar year immediately following the calendar year during which the Vesting
Date or the Six-Month Date occurs, as applicable.

e Other
If your employment with the Company and/or any subsidiary or affiliate terminates prior to the Vesting Date for any reason
other than long-service separation, disability, death or in connection with a change of control, all RSUs with respect to this RSU
Award will lapse and shall be immediately forfeited.

Transferability of Award

Subject to certain exceptions set forth in the Plan, the RSU Award may not be assigned, transferred, pledged or hypothecated in any
way. The RSU Award is not subject to execution, attachment or similar process. Any attempt at such, contrary to the provisions of the
Plan, will be null and void and without effect. Note that once a RSU Award vests and shares of Company common stock are actually
issued, you will have the ability to transfer those shares.

Designation of Beneficiary

If you have not done so already, you are encouraged to designate a beneficiary (or beneficiaries) to whom your benefits under the Plan
will be paid upon your death. If you do not designate a beneficiary, any benefits payable pursuant to the Plan upon your death will be
paid to your estate.

Administration of the Plan

The RSU Award shall at all times be subject to the terms and provisions of the Plan and the Plan shall be administered in accordance
with the terms of, and as provided in, the Plan. In the event of conflict between the terms and provisions of this document and the terms
and provisions of the Plan, the provisions of the Plan shall control.

Code Section 409A

It is intended that this RSU Award document and the administration of the RSU award comply with Section 409A of the Internal Revenue
Code of 1986, as amended, and the Treasury Regulations promulgated and other official guidance issued thereunder (“Code Section
409A"), to the extent applicable. The Plan and this RSU Award document shall be interpreted and construed on a basis consistent with
such intent. Notwithstanding anything contained herein to the contrary, no shares may be issued unless in compliance with Code
Section 409A to the extent that Code Section 409A applies. The Committee reserves the right (including the right to delegate such right)
to unilaterally amend this RSU Award document (and thus the terms of the RSU Award) without your consent solely in order to maintain
an exclusion from the application of, or to maintain compliance with, Code Section 409A. Your acceptance of this RSU Award
constitutes acknowledgement and consent to such rights of the Committee.

Tax Impact
Please refer to the Plan prospectus for a general description of the U.S. federal tax consequences of an RSU Award. You may also wish

to consult with your personal tax advisor regarding how the RSU Award impacts your individual tax situation. Nothing contained in this
RSU Award document or in the Plan prospectus shall be construed as a guarantee of any particular tax effect for any benefits or
amounts deferred or paid pursuant to this RSU Award document.

Compliance with Securities Laws

The Company will take steps required to achieve compliance with all applicable U.S. federal and state securities laws (and others,
including registration requirements) and with the rules and practices of the stock exchanges upon which the stock of the Company is
listed. Provisions are made within the Plan covering the effect of stock dividends, stock splits, changes in par value, changes in kind of
stock, sale, merger, recapitalization, reorganization, etc.

Effect on Other Benefits
The RSU Award is not intended to impact the coverage of or the amount of any other employee benefit plans in which you participate
that are sponsored by the Company and any of its subsidiaries or affiliates.

Acceptance of Award
Your acceptance of this RSU Award constitutes acknowledgement and consent to the terms of the RSU Award as described in this RSU
Award document.

Further Information

For more detailed information about the Plan, please refer to the Plan prospectus or the Plan itself. Copies of the prospectus and the
Plan can be obtained from the Executive Compensation intranet Web site at Cat@work under the Compensation + Benefits tab. If you
have any questions regarding your equity compensation under the Plan, please contact Paul Gaeto, Director of Compensation + Benefits
at (309) 675-5624.
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EXHIBIT 31.1

SECTION 302 CERTIFICATION

I, James W. Owens, certify that:

1.

2.

| have reviewed this quarterly report on Form 10-Q of Caterpillar Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented
in this report;

The registrant's other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrant and we have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries,
is made known to us by others within those entities, particularly during the period in which this report is being prepared;

b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

c) evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report based on such evaluation; and

d) disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the
registrants most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant's auditors and the audit committee of registrant's Board of Directors (or persons performing the
equivalent function):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial
information; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting.

Chairman of the Board and

May 3, 2010 Is/ James W. Owens Chief Executive Officer

(James W. Owens)
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EXHIBIT 31.2

SECTION 302 CERTIFICATION

I, David B. Burritt, certify that:

1.

2.

| have reviewed this quarterly report on Form 10-Q of Caterpillar Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;

The registrant's other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrant and we have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries,
is made known to us by others within those entities, particularly during the period in which this report is being prepared;

b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

c) evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report; based on such evaluation; and

d) disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the
registrants most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant's auditors and the audit committee of registrant's Board of Directors (or persons performing the
equivalent function):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial
information; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal controls over financial reporting.

Vice President and

May 3, 2010 /s/ David B. Burritt Chief Financial Officer

(David B. Burritt)
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EXHIBIT 32

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the quarterly report of Caterpillar Inc. (the "Company") on Form 10-Q for the period ending March 31, 2010 as filed
with the Securities and Exchange Commission on the date hereof (the "Report"), the undersigned hereby certify pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to the best of our knowledge:

)] The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities and Exchange Act of 1934; and

2 The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

Chairman of the Board and
May 3, 2010 Is/ James W. Owens Chief Executive Officer
(James W. Owens)

Vice President and
May 3, 2010 /s/ David B. Burritt Chief Financial Officer
(David B. Burritt)

A signed original of this written statement required by Section 906 has been provided to Caterpillar Inc. and will be retained by Caterpillar
Inc. and furnished to the Securities and Exchange Commission or its staff upon request.
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